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Loss Cycle - Fidelity and Surety 


by MARTIN W. LEWIS 


Y ATTENTION WAS Called re- 
M cently to a Fidelity and 
Surety Experience Exhibit (coun- 
trywide) prepared by the Division 
of Research, Association of Casu- 
alty & Surety Executives. This 
exhibit covers the years 1929 to 
1944 inclusive and is based upon 
the returns of 58 stock companies 
entered in New York state. To me 
this exhibit is exceedingly interest- 
ing because it discloses wide fluctu- 
ations of experience during the 
period, with the result that the 
overall profit after Federal taxes 
on combined fidelity and surety 
premiums aggregating $1,284,- 
797,327 amounted to 7 percent. 


The study of the combined 
fidelity and surety results indicates 
that for the five year period 
1929-33 inclusive there was a net 
loss of 17.1 percent. For the 10 
year period 1929-38 inclusive the 
net loss was reduced to 2.4 per- 
cent; while for the 16 year period 
1929-44 inclusive, the result was 
changed from a loss to a gain of 7 
percent. It took a war to change 
the underwriting results and to 
demonstrate clearly that there are 
wide fluctuations in fidelity and 
surety experience and that a long 
cycle of time is necessary in order 
to attain a mature experience. 
Furthermore, it demonstrates the 
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need of building up a substantial 
reserve by way of profit in the 
very good years to offset the losses 
which are inevitable in less favor- 
able years. 

When one considers that this 
exhibit embraces 58 stock com- 
panies entered in New York state 
having a total premium volume of 
$1,284,797,327 covering untold 
billions of liabilities over the 16 
year period, it becomes evident 
that an adequate rate structure is 
essential both from the viewpoint 
of the public and the companies. 
Without the complete reversal of 
experience during the 1939-44 
period, the over-all results would 
have been less flattering to all con- 
cerned. When you consider that 
this latter period was a war period 
and that during the war period 
things were done differently and 
more readily acceptable, the com- 
panies have a real reason to won- 
der whether or not the period 
which lies ahead will be satis- 
factory. 

During the past 10 years, fidel- 
ity and surety rates have been 
constantly on the decline, so that 
today the public has the benfit of 
the lowest rates in the last quarter 
of a century and the broadest 
forms of coverage. Now that man- 
agement has more opportunity to 
put their talents into effect, there 
is no doubt but that hidden fidel- 
ity losses will be uncovered. It 
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may also be accepted as a fact 
that public authorities and private 
owners requiring contract bonds 
will be more stringent in their re- 
quirements and cautious in their 
acceptance of contracts, thus im- 
posing upon the contractor a 
higher degree of performance than 
that which was necessary during 
the war period. Hence, when 
building construction is resumed, 
increased losses may be expected. 
Nor is it certain by any means 
that we will not in years to come 
be faced with claims on contracts 
completed during the war period 
if our experience after World War 
I is repeated. 

If we break down the combined 
experience, we find that under 
fidelity bonds alone our experience 
for the five year period 1929-33 
showed a loss of .5 percent; for the 
10 year period 1929-38 inclusive, a 
profit of 10.1 percent; and for the 
full 16 year period 13.8 percent. 
These results do not take into ac- 
count the undiscovered loss feature. 

The surety results were less 
favorable. During the five year 
period 1929-33 inclusive, the loss 
was 32.8 percent; for the 10 year 
period 1929-38 inclusive the loss 
was 14.6 percent; and for the 16 
year period 1929-44 inclusive the 
gain was .9 percent. These results 
are far from satisfactory because 
they were largely influenced by the 
war construction program with its 
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favorable results and for that rea- 
son they do not truly reflect peace- 
time underwriting. 

An analysis of the exhibit indi- 
cates that approximately 50 per- 
cent of the premiums covered by 
the full period were fidelity and 
the balance surety. The fidelity 











MARTIN W. LEWIS 
. « the public has the benefit 


premium income account does not 
show any material gain from year 
to year due to continued rate re- 
ductions. The surety. premium 
account is influenced by economic 
conditions and there are large 
variations in that account during 
the 16 year period. 

There is no doubt that if the 
actual underwriting experience 
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were adjusted so as to reflect cur- 
rent fidelity and surety rates, the 
over-all results during the past 16 
years would have been discourag- 
ing to management. It is the hope 
and expectation of the surety busi- 
ness that the reduced rates will 
widen the base of users of corporate 
suretyship and thus contribute to a 
favorable loss ratio. Only with an 
expanding market can the com- 
panies hope to operate satisfactor- 
ily at current rates to make a fair 
profit. A more general use of 
corporate suretyship in the private 
construction field will be helpful. 
It will require prudent under- 
writing to cope successfully with 
the problems which lie ahead once 
construction work begins to be- 
come available. There is grave 
danger that competition between 
contractors for work might result 
in inadequate prices with its conse- 
quent sorrow to both the con- 
tractor and surety. 

If the experience exhibit pre- 
pared by the Association of Casu- 
alty and Surety Executives means 
anything, it means that suretyship 
is subject to wide fluctuations and 
that experience over a long period 
of years is necessary in order to 
determine whether or not rates 
are adequate. The Association is 
to be congratulated in having pre- 
pared such a worth-while exhibit 
and everyone interested in the 
fidelity and surety business, i.e., 
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the public, the producers, the 
management and the supervisory 
authorities, should be convinced 
that the public interest is best 
served only when the companies 
are prosperous. It is then that the 
public has the best protection as 
evidenced by the resources of the 
companies, plus a desire to meet 
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promptly its obligations. 

Although the period which lies 
ahead is full of uncertainty, it is 
my belief that the industry will 
continue to render outstanding 
service to the public and it is my 
sincere hope that it will be best in 
the entire history of corporate 
suretyship. 





‘His splendid sales record we feel 


deserves special recognition. 


” 





——" 



















As a lighthouse warns and 
guides the mariner, so an 
important function of in- 
surance is to point out the 
safer way 





Careers In Safety 


by DR. HERBERT J. STACK 


HE LATE ALBERT W. WHIT- 
Tl a who was well known 
among insurance men and was one 
of the great leaders of the safety 
movement for over a quarter of a 
century, always anticipated the 
day when safety could become a 
vigorous and forward-looking ef- 
fort to bring the forces and dangers 
of the world under effective con- 
trol. 

“In a 10-year period,” he said, 
“the lives of 25,000 children have 
been saved. Why can this not be 
done for adults?” 

Here then is the job and the 
career for the safety man. And a 
challenging job it is, too, for every 
year many new chemicals, nox- 
ious gases, and poisonous sub- 
stances are discovered and put 
into production. Here are jobs for 
the industrial hygienist and the 
chemical engineer. New machines 





and new industrial processes are 
developed; this is where the safety 
engineers function. Silicosis, as- 
bestosis, and many occupational 
diseases caused by metallic poi- 
sons and toxic solvents and gases 
must be overcome; here is more 
work for the doctor and the engi- 
neer. Our city streets ‘become sc 
congested with vehicles that traf- 
fic barely crawls; here we must 
call on the traffic engineer, the 
city planners, and the police. Bus 
and truck accidents increase; the 
insurance company fleet engineer 
has work cut out for him. A city 
wants to organize an effective and 
vigorous program to reduce its 
accidents; here is a spot for a local 
safety council manager. 
Inspectors are needed to reduce 
hazards of elevators, boilers, and 
machinery. Engineers are needed 
to reduce accidents on railroads, 
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steamship lines, and air transport 
facilities. Mines must be in- 
spected; fire hazards in industries 
and buildings eliminated; gas and 
electric utilities safeguarded — 
these and many other challenging 
jobs await the safety man. 

And along with these comes the 
striking increase in traffic acci- 
dents, which in November and 
December increased in the states 
from 20 to 47 percent over the 
same months of the preceding year. 
Here is a big job for the enforce- 
ment officer, the engineers, and 
the educators of the 48 organiza- 
tions that make up the National 
Committee on Traffic Safety; for 
those who will be called in to the 
White House Conference on High- 
way Safety, and for every police, 
highway and motor vehicle de- 
partment, and every city school 
system in the country. 


Wuat Asout TRAINING? 


If engineers, inspectors, the po- 
lice, teachers and others are to 
do an effective job, they must be 
qualified specialists in these fields. 
Perplexing safety problems cannot 
be solved by chance or guesswork; 
standard safe practices and known 
remedies must be employed after a 
careful analysis of the problems. 
This is where experience and train- 
ing are valuable. Many engineer- 
ing colleges throughout the 
country are training engineers. 
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Similarly, traffic engineers are be- 
ing trained at Yale University 
Bureau for Highway Traffic. En- 
forcement officers receive training 
at Northwestern University Public 
Safety Institute and the Federal 
Bureau of Investigation. In addi- 
tion, there is the training provided 
by insurance companies, indus- 
tries, and schools. Finally, there is 
the training program provided for 
educators and safety supervisors 
at the New York University Cen- 
ter for Safety Education. As this 
Center is supported by a grant 
from the Association of Casualty 
and Surety Executives through its 
accident prevention division, the 
National Conservation Bureau, 
the remaining discussion of this 
article will deal largely with what 
the Center is doing. 

A recent report from the War 
Department showed that during 
the War several thousand officers 
and engineers had been assigned 
to safety supervision in the various 
Army installations, such as camps, 
posts, hospitals, ports of embarka- 
tion, depots, and airfields. Many 
of these men had come from the 
engineering, underwriting, and 
claim departments of casualty and 
fire insurance companies. Many 
have since been released from the 
armed forces and are back on their 
old jobs. Over 1,700 of these safety 
officers and supervisors received 
special training at the New York 
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CAREERS IN SAFETY 
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Dr. Herbert F. Stack, director of the Center for Safety, and author of this article (center) 
in conference with Assistant Director Milton D. Kramer (left) and Dr. Walter Cutter, 
administrative assistant (right) 








University Center for Safety Edu- 
cation. The Center not only con- 
ducted courses for the Army Serv- 
ice Forces, but also had several 
training programs for ground per- 
sonnel from Air Forces bases east 
of the Mississippi river. While the 
Army safety program was under 
the direction of the Office of the 
Provost Marshal General, the di- 
rect supervision of the work was 
under Lt. Col. Edward R. Gran- 
niss, as chief of the Safety Branch. 
He has since returned to his post 





at the National Conservation Bu- 
reau. Col. Granniss had the able 
assistance of H. William Heinrich, 
representing the Office of the 
Under Secretary of War, and 
Major Eliot V. Parker. 

Since 1938, when the Center 
was first organized, over 5,000 
safety supervisors, teachers, college 
instructors, school administrators, 
and others have been enrolled in 


‘the various courses. During the 


past year the number was 1,152, 
the highest in the 7-year period. 
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This large number was due to the 
presence of several hundred mili- 
tary personnel in the special Army 
courses. 

The work of the Center is di- 
rected by an advisory committee of 
seven members, three representing 
the University and four — Hale 
Anderson, Harold P. Jackson, 
Robert I. Catlin, and Julien H. 
Harvey — representing the Na- 
tional Conservation Bureau. 

The question naturally arises, 
for what types of positions and ca- 
reers is the Center preparing its 
graduates? The complete story of 
this is to be found in a new book, 
“Careers in Safety,” recently pub- 
lished by Funk and Wagnalls. But 
let’s briefly outline below some of 
the types of jobs with which the 
Center is primarily concerned. 


ScHoo. INsTRuUCTION Basic 


Everyone agrees that the work of 
public and parochial schools in 
teaching safety to children is most 
important. They argue that if 
youngsters are given this instruc- 
tion in the elementary and high 
schools, they will not have only 
fewer accidents as children, but 
lessons will carry over into adult 
life. One of the most important 
missions of the Center, therefore, is 
to prepare teachers and administrators. 
This is done partly through the 
seven college credit courses that 
are now given through the School 
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of Education. Educators may 
come to the University for a full 
year and become supervisors of 
safety, or they may take one or 
more courses on a part-time basis. 
Graduates of the full-time courses 
usually go back to their positions 
in city or state school systems, or 
become college instructors. At the 
University they may work toward 
their master’s or doctor’s degree 
with a major in safety education. 

The Center’s teacher training 
work, however, is not limited to 
the campus. Members of the staff 
spend much of their time in the va- 
rious states working with the de- 
partments of education and the 
colleges. Sometimes this training 
is provided in one-week intensive 
institutes held at the state uni- 
versity. In other cases, the state 
sets up a series of regional one-day 
refresher institutes where several 
hundred teachers will be given in- 
struction in a single week. In still 
other instances, regional institutes 
will be organized for college pro- 
fessors who will in turn reach 
large numbers of teachers in their 
classes. 

While the Center is interested 
in preparing teachers to teach all 
phases of the subject — traffic, 
home, recreational, school, voca- 
tional, and the like — it has a ma- 
jor interest in the driver-education 
work of the high schools. Many of 
the training institutes are specific- 
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ally devoted to this type of train- 
ing, often carried on cooperatively 
with staff members of the Na- 
tional Conservation Bureau and 
other national agencies. Thus, 
the Center, in addition to those 
in its courses on the University 
campus, reaches many thousands 
through its field service activities. 


FELLOWSHIPS AND SCHOLARSHIPS 


In order to attract educators to 
specialize in safety so that they can 
become supervisors in city and 
state school systems, the Advisory 
Committee has provided for fel- 
lowship and scholarship grants. 
Each year from 10 to 15 educators 
are awarded fellowships, and from 
30 to 40 receive scholarships. The 
holder of a fellowship carries on 
research and takes courses leading 
to the doctor’s degree. He may re- 
ceive a grant of from $600 to 
$1,500, depending upon the factor 
in his particular case. Several of 
the awards are called Memorial 
Fellowships, named in memory of 
deceased members of the Center 
Advisory Committee — Albert W. 
Whitney, for many years associated 
with the work of the National 
Conservation Bureau; Edward J. 
Bond, formerly president of the 
Maryland Casualty Company; and 
Sanford B. Perkins, formerly vice 
president of the Travelers Insur- 
ance Company. In addition, fel- 
lowship awards in the past two 
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years have been provided by the 
American Museum of Safety, of 
which Wallace Falvey is president. 
Last year this was known as the 
Arthur Williams Memorial Fel- 
lowship and was held by John 
Grimaldi, now on the staff of the 
National Conservation Bureau, 
who prepared a book, “Industria 
Rehabilitation.” This year the 
fellowship will be devoted to a 
study of “Ground Safety Opera- 
tions in Aviation,” and will be held 
by two safety engineers represent- 
ing commercial air lines. 


RESEARCH STUDIES 


It is a significant fact that many 
of the graduate research studies 
in the field of safety education in 
the past twenty years have been 
conducted through grants of funds 
provided by the stock casualty in- 
surance companies. In the early 
days these were grants from the 
National Bureau of Casualty and 
Surety Underwriters. More re- 
cently, funds for fellowships were 
made available in the annual 
grant to the Center from the 
Association of Casualty and Surety 
Executives. From 10 to 15 stud- 
ies are carried on each year. This 
research is conducted under the 
supervision of members of the 
University faculty. This year one 
study will deal with the “De- 
velopment of a Ground Safety 
Program for Commercial Airlines 
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Leo Bauer (left) and Sidney Birnbach (center) hold scholarship awards, while Capt. Ben 
Kaufman (right) has been awarded a fellowship and is doing research in safety for his 
doctor’s degree 


and Civilian Airports.” Another 
will be devoted to determining the 
basic or underlying causes of in- 
dustrial accidents. A third will be 
conducted by Don C. Seaton, 
holder of the Sanford B. Perkins 
Memorial Fellowship, on the “‘Se- 
lection and Training of School 
Bus Drivers.”” Mark MacIntosh, 
who holds the Edward J. Bond 
Fellowship, is investigating’ the 
comparative value of four types of 
radio safety programs, while Sid- 
ney Birnbach is attempting to find 
the basic causes of accident prone- 
ness among elementary school 





children. These are typical exam- 
ples of the 12 doctoral research 
studies that are now under way. 
On completion, they will be pub- 
lished either by the Center or 
other agencies. 

A recent study, “Fire Preven- 
tion Education,” was published 
for the Center by the National 
Board of Fire Underwriters and 
has become a standard teachers 
manual for schools throughout the 
country. Another research study, 
completed by Dr. Tobias Wagner, 
“The Disabled in Industry,” is 
soon to be published by the 
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Left to right, Lt. Don Cash Seaton, holder of the Sanford B. Perkins Memorial Fellow- 
ship for the year; William H. Hollis and Lt. (j.g.) Joseph Mandell, also helders of fellow- 
ships, and Harold Cutbill, who was awarded a scholarship. Fellowship holders are all 


working towards doctor’s degrees in safety 


National Conservation Bureau. 

By far the largest number of 
men engaged in full-time safety 
work are to be found in industries, 
transportation, and insurance. This 
includes not only the safety engi- 
neers, but also supervisors, indus- 
trial hygienists, inspectors, and 
others. There is a necessity for 
upgrading supervisors, safety engi- 
neers, and inspectors through the 
provision of special training. At 
the present time, the Center offers 
a full year’s curriculum of 10 eve- 
ning courses for those who wish to 
specialize in industrial safety. 
These courses are taught by indus- 





trial and insurance engineers of 
the metropolitan area, with courses 
of study developed by the Center 
staff and these engineers on the 
basis of need and experience. For 
example, two industrial hygienists 
and one engineer teach the course, 
“Industrial Hygiene and Occupa- 
tional Diseases.” Ralph Crosby 
and John Cruickshank, engineers 
respectively for Marsh and Mc- 
Lennan and Chubb and Son, 
teach the basic and advanced 
courses. 

Several hundred men and women 
are enrolled in these courses each 
year. This year 15 war veterans 
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are taking advantage of the pro- 
visions of the G.I. Bill of Rights, 
are enrolled in from four to 10 
courses. 


SUPERVISORS OF COMMERCIAL 
FLEETS 


There are several thousand men 
throughout the country who have 
responsibility for safety in com- 
mercial fleets, including trucks, 
buses and other public carriers. 
It has been conclusively estab- 
lished that a vigorous and carefully- 
planned safety program will re- 
duce vehicle accidents. The Cen- 
ter is cooperating with the National 
Committee for Fleet Supervisors 
Training in a training program for 
these supervisors. During the last 
year, intensive one-week courses 
were held in 22 university centers, 
and over 600 men received train- 
ing, including many representa- 
tives of casualty insurance com- 
panies. 


FIELD AND CONSULTANT SERVICES 


No description of the work of the 
Center would be complete with- 
out reference to its field and con- 
sultant services. It is called upon 
by many national and state educa- 
tion and safety agencies to help 
organize programs. During the 
past year, working with the Greater 
New York Safety Council, it de- 
veloped three manuals for the use 
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of the teachers in the New York 
City schools. It participated in 
five regional industrial rehabilita- 
tion conferences for insurance 
company personnel. It has over 60 
publications, some of which have 
been widely distributed. One of 
these, “Behind the Wheel,” has 
been adopted by 35 states, and 
over a million copies have been 
utilized. 

Members of the staff also give 
talks at many state teachers’ con- 
ferences and Jecture at the F.B.I., 
National Police Academy and na- 
tional and regional safety con- 
ferences. 

While the Center has a limited 
staff, it calls upon many of the 
insurance company engineers not 
only to teach industrial safety 
courses but also for counsel and 
advice. Fifteen of 22 instructors 
used during the past year were 
engineers from these companies. 

Chancellor Harry W. Chase and 
other officials of New York Uni- 
versity feel justly proud of the work 
of the Center. It would be not pos- 
sible were it not for the whole- 
hearted support of the insurance 
members, its advisory committee, 
member companies of the Associa- 
tion of Casualty and Surety Exec- 
utives, and the generous help of 
members of the staff of the Associa- 
tion through the National Con- 
servation Bureau. 
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Claim men will always play 
an important part in good 
public relations programs 








Claim Men and Public Relations 


by HUGH D. COMBS 


HE MAINTENANCE of friendly 
§ tooo with the public is 
recognized as increasingly impor- 
tant to the insurance industry, and 
claim men have an influential 
part in the effort that is being 
made. The way claims are handled 
is a significant factor in determin- 
ing public reaction. The claim 
man, therefore, is a main public- 
relations contact for an insurance 
company. He is expected to de- 
liver the goods. When he cannot 
do so within the customer’s ex- 
pectations, he should be prepared 
to give the reason. To leave the 
insured not silenced, but convinced, 
is the essence of public relations. 
Without recognition of error, 
followed by a sincere desire for 
correction, there can be no perma- 
nent improvement. An attitude of 





complacency in an individual, a 
corporation, or an industry, makes 
for decadence. 

What are some of the causes of 
misunderstanding which lead to 
unfavorable conclusions of even a 
minority of the public? 

In the first place, let us consider 
our policy contracts. There are 
still “bugs” in some of them as far 
as the public is concerned, despite 
the fact that rapid strides in sim- 
plification have been made in the 
past few years and will continue to 
be made. There are still situations 
“not comprehended” in the com- 
prehensive coverages. 

We, who are in the business, and 
particularly those of us who are 
lawyers, appreciate the need for 
some limiting words in our con- 
tracts. It is manifestly impossible 
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to take care of every conceivable 
situation for a limited premium. 
Policies are written to give the 
most that can be given for a pre- 
mium that the average person can 
pay; and the policies are carefully 
scrutinized before being approved 
by state insurance departments. 
But, when we use such terms as 
“comprehensive” and “blanket”’ 
it is sometimes difficult for the 
insured to understand why every- 
thing that happens is not covered. 
Occasionally claim men are con- 
fronted with people who mistake 
insurance for their legal liability 
for personal-accident coverage. 
They want to know why their 
friend Bill Jones is not reimbursed 
for his broken leg, despite the fact 
that their own story indicates that 
the responsibility for the automo- 
bile collision was Bill Jones’s and 
not the insured’s. 
Misunderstandings concerning 
coverage can be still further re- 
duced by more enlightenment of 
insureds concerning policy cover- 
age before the occurrence of an 
accident or a loss. Sometimes an 
agent has been known to be remiss 
in the matter of informing an 
insured as to just what coverage 
he has purchased. Here again the 
insurance companies have worked 
hard in an effort to eliminate this 
source of misunderstanding in 
the public mind. Most company 
agents are urged to know coverages 
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themselves, and to impart their 
knowledge to the insurance buy- 
ers. Surveys of insurance coverages 
are put out in picture form so that 
he who runs may read. Explana- 
tory literature is amply supplied; 
and policy coverages and restric- 
tive clauses nowadays are printed 
in large clear type. 

But, after all, interpretation of a 
policy involves the exercise of judg- 
ment. It is here that the sincerity 
of the promises made when the 
policy was purchased is really 
tested. 

Effort should be made to find a 
way to pay under a policy rather 
than to find a reason for not pay- 
ing. Above all things, a claim man, 
whether in the field or the home 
office, should not dillydally or 
“pass the buck.” Anyone can let 
a case proceed to a lawsuit and a 
trial and then attribute a bad 
result to the action of a court or a 
jury. The claim man’s duty is to 
take the “bull by the horns” and 
make the proper decision. Anyone 
can settle small claims. It is in the 
prompt settlement of large and 
difficult cases that money and 
expenses are saved for an insurance 
company and the public is kept 
satisfied. 

There are clauses in our con- 
tracts which must, of necessity, 
remain as a shield for the com- 
pany’s protection, as it is obvious 
that unlimited coverage cannot be 
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given for a reasonable average 
premium. However, these clauses 
should not, under any circum- 
stances, be used as a sword instead 
of a shield. The test for a claim 
man to apply in a situation of this 
kind is what is the fair thing to do, 
keeping in mind what the cus- 
tomer had a 
right to be- 
. lieve he had 
purchased. 

In a recent 
article refer- 
ence was made 
to the settle- 
ment of a bur- 
glary claim 
under the so- 
called “‘pair or 


set’’ clause. 
This clause 
reads: 


“Tf there is 
a loss of an 
article which 
is part of a 
pair or set, 
the measure 
of loss shall be a reasonable 
and fair proportion of the to- 
tal value of the pair or set, 
giving consideration to the 
importance of said article, but 
such loss shall not be con- 
strued to mean total loss of 
the pair or set.” 
In the case outlined it was 
stated that the insured sent a new 
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suit, costing him $55, to the clean- 
ers, but got back only the pants 
and vest. The adjuster deducted 
$12 for depreciation and $8 be- 
cause the suit was a pair or set and 
because the insured had lost only 
the coat. A check was sent for 
$35. Later a proper settlement was 
made, but, of 
course, this was 
poor claim 
work, and most 
claim men will 
agree that the 
“pair or set” 
clause is not 
applicable in a 
case of this 
kind. 

It is quite 
possible that a 
situation might 
arise where this 
clause would 
prove a neces- 
sary protection 
for the insur- 
ance company, 
although in 30 
years of experience I never knew 
the clause to be invoked, and have 
never heard of any other case 
where there was difficulty in inter- 
preting the clause fairly and satis- 
factorily. If a man loses one cuff 
link, obviously his set is useless. 
The insurance company should 
pay him promptly for a new set, 
and, if it likes, take the old cuff 
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link by way of salvage. 
Experience indicates that there 
are comparatively few complaints 
regarding the amount of an ad- 
justment in proportion to the tre- 
mendous number of cases settled. 
In most cases adjustments from 
start to finish are handled on a 
basis of friendly controversy. There 
are cases in which the claimant 
and the adjuster are poles apart in 
their idea of what a case is worth 
in settlement; but when each un- 
derstands the reasons for the 
other’s attitude there is generally 
a meeting of minds and a settle- 
ment which is satisfactory to the 
claimant. If this were not so, we 
would have more lawsuits and a 
great many more complaints. 
Few men ever receive a sum of 
money which is, in their opinion, 
all they should get, but a good 
claim man can point out the fair- 
ness and justness of the amount of 
his offer in settlement and leave 
the claimant friendly. In fact, 
many claim men are instructed to 
tell the claimant where the settle- 
ment money comes from, and nu- 
merous new policyholders are se- 
cured from satisfied third-party 
claimants who never even knew the 
name of the insuring company be- 
fore the settlement of theirclaims. 
Another source of friction is 
collision claims. Today these claims 
present a difficult problem for 
casualty and fire companies. With 
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the increase in the cost of materials 
and labor, no company is making 
a profit on them, and most com- 
panies are faced with serious losses 
on the business. The claimant who 
has a high-priced car frequently 
wants repairs made by the manu- 
facturer’s dealer. The claimant 
who insists that repairs to his car 
be made by a certain dealer is 
difficult to handle. Many com- 
panies have arrangements whereby 
a great part of their work is given 
to certain repairmen who produce 
entirely satisfactory results and 
whose charges may be less because 
of the volume of business handled 
and more efficient methods em- 
ployed. 

The time has come when claim 
men should have a heart-to-heart 
talk with all repairmen, and the 
problem of collision insurance 
should be explained to them. It 
should be pointed out that insur- 
ance companies are faced with 
serious losses on collision business, 
and that cooperation is required 
in securing fairly-priced but effi- 
cient work so that insureds may be 
satisfied and, at the same time, 
insurance companies may be en- 
abled to continue to serve the 
public by writing this form of 
insurance protection for a reason- 
able premium. 

Claim men have done a superb 
job through the war years with 
greatly reduced personnel, and 
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An accident such as this may result in many and varied claims 


over the handicaps of travel re- 
strictions. They have labored day 
and night, and, under the circum- 
stances, have served the public 
well. The job ahead will be harder. 
The public, of necessity, was pa- 
tient during the war years, but all 
action is followed by reaction, and 
the reaction of the public in the 
next few years will be that they 
have paid their money and want 
prompt and complete service. 
They are entitled to no less. Just 
claims must be paid promptly and 
in full, and every reasonable effort 
should be made to satisfy the pub- 





lic. The American public demands 
only the best, and has the money 
to pay for it. 

There is no room in the insur- 
ance industry for chiselers. There 
is no room in the claim end of the 
business for claim chiselers. The 
claim policy of a company, like 
every other policy, is shaped from 
the top. The character of a cor- 
poration is a reflection of the 
character of its executives. There 
is no executive in the insurance 
industry who cannot recognize the 
shortsightedness of a claim policy 
which is in any way unfair. If 











there is any claim man who had 
any doubt about the truth of this 
statement, he had better make a 
point of having a discussion with 
his executives before he adopts a 
course which may save a few dol- 
lars but which, in the long run, will 
result in doing incalculable harm 
to the standing of his own com- 
pany and will be a reflection on 
the industry as a whole. 

Today there is no company 
which does not boast of its prompt 
and fair policy of claim settlement. 
Companies have adopted state- 
ments of principles, in which they 
assure the public that claims will 
be promptly and fairly handled. 
These statements of principles are 
not pallid platitudes — they are sin- 
cerely meant, and it remains for the 


te 
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claim man to carry them out in 
spirit as well as to the letter. 
Insurance companies, like any 
other business, have had their 
faults in the past; they may have 
some at present. But they have a 
real desire to correct them. Insur- 
ance has given the public more 
coverage value for fewer dollars 
whenever experience made it pos- 
sible to do so. This is in conformity 
with the practice of other indus- 
tries in our American system of 
free enterprise. Insurance has 
made rapid strides in improving 
public relations. Let claim men, 
one of the industry’s principal 
points of contact with the public, 
be certain that, in carrying out 
their work, they do everything 
possible to further this effort. 


Summer Issues 


Following our usual practice, the combined 
June-July issue of THe JouRNAL will reach you 


the latter part of June. 


The combined August-September issue will be 


received early in August. 








Court “Decisions XIV 


ALAN GRELLER 


Liability of Storekeeper — A woman, after 
making a purchase in a store, fell and 
was injured when she stepped on a 
pencil. The pencil, which was the same 
color as those used by all employees in 
writing sales checks, was immediately 
claimed as her own by one of the sales 
ladies. In the woman’s suit against the 
store owner, the jury brought in a $300 
verdict in her favor. The judgment was 
affirmed on appeal, the court holding 
that the jury was entitled to infer that 
the employee who claimed the pencil 
knew it was on the floor and that such 
knowledge should be imputed to the 
store owner. (The Vogue, Inc. v. Cox 
(Tennessee 1945), 190 S. W. 2d 307.) 
:7 

Liability to Pedestrians — While passing 
along the sidewalk in front of a building, 
two pedestrians were severely injured by 
the fall of a cornice therefrom. At that 
time the building, which had been pur- 
chased by the owner while in a damaged 
condition due to a fire, was being re- 
paired by a contractor. Although no 
‘sidewalk shed” had been provided, the 
front sidewalk remained open to pedes- 
trians. The injured parties brought suit 
against the building owner and the 
contractor and recovered judgments 
against both. These judgments were af- 
firmed on appeal. (Fiducia v. Magen- 
heim (New Jersey 1945), 43 A. 2d 688.) 


Liability of Sanitarium — A woman, who 
was a chronic alcoholic, voluntarily 
entered a sanitarium for treatment. She 
appeared highly nervous and at times 
delusional. While there she fell or jumped 
through a second story window and was 
injured. On the trial of her damage suit 
against the sanitarium, the court di- 
rected a verdict against her and entered 
judgment accordingly. The appellate 
court, however, held that the case should 
have been submitted to the jury since 
the injured patient had shown, among 
other things, that insufficient restraint 
had been used against her. Judgment 
for the sanitarium was renewed. (Wood 
v. Samaritan Institution, Inc. (Cali- 
fornia 1945), 161 P. 2d 556.) 
: - 2 

Liability of Theater Operator — A woman, 
accompanied by her son, entered a mo- 
tion picture theater while the picture 
was being shown. As she was proceeding 
down the balcony stairs in order to find 
a seat she was knocked down by the 
action and conduct of some children in 
rushing to procure seats for themselves. 
She and her husband sued the theater to 
recover damages for the resulting in- 
juries. The jury brought in a verdict in 
their favor and the judgment was af- 
firmed by the appellate court. (Williams 
v. Essex Amusement Corp. (New Jersey 
1945), 43 A. 2d 828.) 








HON. EDGAR BK. SIMS 
WEST VIRGINIA 


HE HonoraBLeE Epcar B. Sis of Clarksburg, West Virginia, 

State Auditor and Commissioner of Insurance, was born in 
Roane County, January 29, 1882, and moved to Reedy District, Wirt 
County, in 1888. He was educated at Glenville and West Liberty 
Normal Schools and at Ohio University, where he received the 
degree of B.A. He became a teacher and traveling ‘salesman; 
taught school for 14 years, and was superintendent of schools at 
West Union for two years and superintendent of schools in Wood 
County from 1911-1915. He was elected Auditor of West Virginia 
in 1932, 1936, 1940 and 1944. 
































HOWARD E. ARMSTRONG 
VERMONT 


HON. 





HE HoNnorRABLE Howarp E. Armstronc is Industrial Com- 

missioner for the state of Vermont. A native Vermonter, he at- 
tended the University of Vermont and in 1923 began to study law. 
The following year, he became connected with the law firm of 
Stickney, Sargent and Skeels of Ludlow, Vermont, and in 1926 
he was admitted to the Vermont Bar. He was employed in the legal 
department of the New England Power Association and practiced 
law in Woodstock, Vermont, until he became clerk of the Vermont 
House of Representatives in 1927. He held that office for four 
sessions until, in 1935, the governor appointed him secretary of 
Civil and Military Affairs. On his recommendation, the State 
Department of Industrial Relations was created in 1939. He has 
held the office of commissioner since October 1, 1936, 
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. « « ACCIDENT 


Oops! You’ve probably heard of a man 
being buried in his work, but not this 
literally. He was shoveling coal into a 
storage pit when he slipped and fell. He 
was neck deep in coal before he was ex- 
tricated (New York City)... . Brr! 
Coal and ice seem to be companion com- 
modities, so this story logically follows 
the preceding one. The thermometer 
registered 14 above zero, hardly ideal 
weather for a dip, when the seaman fell 
from the pier into the Hudson. He was 
rescued, but was possibly as chilly after- 
wards as before the rescue — the vessel 
on which he serves is a refrigerator ship! 
(New York City). 


. - . AUTOMOBILE 


Returned With Interest. Oddly enough, 
there is one Californian who is actually 
happy that his car was stolen! When it 
was recovered, the speedometer regis- 


tered 3,000 extra miles, but the car 
boasted two new tires, two new recaps 
and a spare! (San Diego, Calif.).... 
Encore! The first time an automobile 
rammed into the back of the truck, the 
truckdriver was rather peeved — but he 
was equally glad when the same auto hit 
again, locked bumpers, and saved the 
truck from going over a 20-foot embank- 
ment (Greenwich, Conn.). 


. . . BurGLaRy AND THEFT 
“Hay-day.”’ Two enterprising (or pos- 
sibly desperate) young men tried to solve 
the butter problem at its source by ab- 
ducting two purebred Guernsey cows. 
Unfortunately, they were apprehended, 
and probably continued to suffer from 
lack of vitamin A, unless butter was in- 
cluded on the prison menu (Syracuse, 
N. Y.). . . . Again: Those coals are cer- 
tainly pouring into Newcastle! Here’s a 
report of a robbery at the home of a 
captain on the Police Force, internation- 
ally known as a fingerprint expert. We 
anxiously await developments (Jamaica, 
N. Y.). 


. « . Fire 


Shucks! Nearly 3,000 gallons of castor oil 
went up in smoke during a fire at the 
Apex Chemical Company last January. 
But stop grinning, kiddies — it wasn’t 
medicinal castor oil, it was the industrial 
kind! (Elizabeth, N. J.). . . . Going Up 
— Somehow. Firemen dashed into the 
building and piled into an elevator, 
bound for the 9th floor, on which a fire 
had been reported. The elevator, how- 
ever, perversely dropped to the base- 
ment, forcing the firemen to climb to the 
scene of the blaze. Fortunately no flames 
were in evidence — otherwise they would 
certainly by that time have been out of 
control (New York City). 























Recent significant devel- 

opments in this type of 

insurance afford the agent 
unusual opportunities 





















Sales Opportunities for Burglary, 
Theft and Robbery Insurance 


by ROBERT M. BABBITT, JR. 


S THERE ANYONE who needs to fulfilled one of his primary obli- 
be convinced that burglaries, gations—to protect his client 
holdups and thefts are on the against serious financial loss. 
increase? We have the tools with which to 
If there is, let him look no fur- work. There have been so many 
ther than his own daily newspaper, changes in the burglary manual 
not only for proof but for reasons that some 25 pages are required to 
why there is a growing need for _ list them in the special issue of THE 
burglary, robbery and theft insur- CasuALTy AND SURETY JOURNAL, 
ance. Many authorities believe ‘‘Bringing You Up-to-Date.” 
that the present incident of crime (Have you read.it?) Most of these 
will increase to even greater pro- changes have been in regard to 
portions, yet surprisingly few indi- _ territories and classifications which 
viduals or business firms are ade- need no special comment. From a 
quately insured, and many not at sales standpoint there have been 
all. Here is an undersold market. three very significant develop- 
The agent who will devote more ments. First, a rather substantial 
of his time to this field ofinsurance and general reduction in rates. 
will be rewarded not only by in- Second, the new residence and 
creased commission income, but outside theft policy replacing the 
also by the knowledge that he has_ old residence burglary policy. 
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Third, the introduction of the new 
broad form money and securities 
section simplifying the rules and 
rates for this important new 
coverage. 


REDUCTION IN RATEs 


Taking these points in order, 
the reduction in rates means that 
the same amount of insurance can 
now be sold at a lower cost than 
previously. This course is fodowing 
the line of least resistance and not 
necessarily the best policy. Prop- 
erty values are higher. The amount 
of money in circulation is greater 
than it has ever been. Whether we 
like it or not we have inflation to 
some degree. 

Why not try to sell higher 
amounts of insurance, taking ad- 
vantage of the reduction in rates 
to keep the premium cost at the 
same approximate level? This the- 
ory is particularly workable with 
renewal policies. Instead of telling 
your client that because of a re- 
duction in rates his renewal in- 
surance cost will be 20 percent 
less, tell him that he can now have 
25 percent more insurance for the 
same cost as previously. The odds 
are that he will say — “Go ahead.” 
In this way you have not reduced 
your commission income and have 
in most cases done your client a 
favor because he needs more in- 
surance in the light of rising Values. 
Try it — it works. 
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New Resipence THEFT Po.icy 


Now for the new residence and 
outside theft policy. Most of us are 
familiar in a general way with the 
recent extension of coverage, but 
how many have carefully analyzed 
the really broad coverage afforded, 
particularly when sold in conjunc- 
tion with the new fire and ex- 
tended coverage household con- 
tents policy available in most 
jurisdictions? This fire and ex- 
tended coverage form provides 
that the insured may apply up to 
10 percent of the amount of insur- 
ance to cover property belonging 
to the insured or any member of 
his permanent household while 
away from the principal premises 
and within the United States, Can- 
ada, Newfoundland and Alaska. 
The residence theft policy now 
covers property not only while at 
the insured’s premises but also any- 
where else within the Western 
Hemisphere. Included is loss from 
attended or unattended automo- 
biles, clubs, business offices, trains, 
buses, hotels, restaurants, schools, 
and from winter or summer homes 
while temporarily occupied. This 
compares favorably with many 
**All Risks” floaters issued by ma- 
rine insurance companies, covering 
generally wherever the property 
and under all circumstances. 

The two outstanding features of 
this new policy are, first, the ex- 











tension (without additional charge 
in most cases) of this coverage 
away from the insured’s premises 
and, second, the new definition of 
theft which provides that “mys- 
terious disappearance shall be pre- 
sumed to be due to theft.” In 
designing this policy, the com- 
panies tried to 
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In those states where the per- 
sonal property floater is not per- 
mitted, the new residence theft 
policy, with the fire and extended 
coverage insurance mentioned, of- 
fers a very fair substitute for the 
so-called ‘“‘all risks’ protection. 
They provide coverage for most of 

the obvious and 





approach all 
risk coverage as 
closely as the 
insurance laws 
would permit. 
The contract 
now covers, in 
addition to bur- 
glary, robbery, 
theft and lar- 
ceny, the loss of 
personal prop- 
erty such as jew- 
elry, brooches 
and fountain 
pens dropped 
off and not ac- 








catastrophic 
types of losses, 
although, of 
course, certain 
kinds of claims 
for breakage 
and damage 
would not be 
included. But 
even where the 
personal prop- 
erty floater is 
permitted, the 
residence theft 
policy meets 
several impor- 
tant needs and 





counted for, ROBERT M. BABBITT, JR. offers good sales 
misplacement . . an undersold market possibilities. 
of pocketbooks In the first 


and other such personal property 
in public places and not returned. 
The policy even goes so far as to 
include vandalism and malicious 
mischief to insured property and 
the interior of insured’s residence 
as well as other damage to such 
property and premises caused by 
burglary, robbery, theft or at- 
tempt thereat. 





place there is the large number of 
customers who do not have suffi- 
cient property to justify the cost of 
the minimum premium for the 
property floater. They represent a 
vast potential market. Much busi- 
ness of this character is passed by 
because of the small amount of 
commission involved, but this can 
be offset in a large measure by 
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selling three-year policies. Thus 
the commission in dollars is in- 
creased for each sale. Another 
point that must not be overlooked 
is the fact that this character of in- 
surance is not as competitive as 
many of the larger lines, so that 
renewals can often be handled by 
mail or with little cost. In many 
cases the expense of the original 
sale consumes the entire commis- 
sion income, but a reasonable and 
continuing profit is made on the 
renewal business. 

At the opposite extreme is the 
very wealthy customer who has 
large values in property not read- 
ily subject to loss by burglary, such 
as costly antique furniture and 
other similar household fittings. 
Here complete insurance to value 
may not be wanted, so a combina- 
tion of the residence theft and fire 
and extended coverage policies 
may afford ample protection at a 
lower cost than the personal prop- 
erty floater. As the average com- 
missions on burglary and fire in- 
surance are normally higher than 
for the property floater, the agent 
often receives approximately the 
same dollar compensation regard- 
less of which type of insurance is 
sold. 

In between the two extremes 
there are many cases where the 
residence theft contract fulfills a 
definite need. A careful analysis of 
this contract will pay dividends. 





The coverage is now so broad that 
the loss ratio of many companies 
has practically doubled. This has 
recently resulted in higher rates, 
and the introduction of a $15 de- 
ductible clause which is optional 
at a reduced rate. 


Broap Form MongEY AND 
SEcurITiIES Poticy 


Turning from the individual to 
business needs, the most signifi- 
cant development within recent 
years in the burglary field has been 
the broad form money and securi- 
ties policy. This is practically an 
all risk contract whose merits may 
have been overlooked by many 
who have not considered its broad 
aspects. It was designed for com- 
mercial firms which are not eligi- 
ble for the bankers and brokers 
blanket bonds and is rapidly dis- 
placing the limited forms which 
have been in use for years. Who 
are prospects for this new broad 
form money and securities policy? 
It is little exaggeration to say that 
every business firm listed in the 
classified telephone directory ought 
to have and can buy this new form 
of protection. 

The burglary manual has been 
revised so as to outline fully the 
coverage provided and to simplify 
greatly the rating procedure. This 
policy was intended to be and is a 
radical departure from all earlier 
and more limited types of policies. 











It does not require visible signs of 
forcible entry or a felonious and 
forcible taking of money and se- 
curities. It covers not only all of 
’ these hazards formerly included in 
the old standard burglary and 
robbery forms, but also all loss of 
money and securities caused by 
their destruction, disappearance or 
wrongful abstraction (except war, 
forgery and dishonesty of employ- 
ees). The present printed policies 
now contain the phrase “‘all direct 
loss.” Most of the insurance com- 
panies agreed as of December 1, 
1945, to delete the word direct, 
thus clarifying the broad intent of 
the contract. It gives us a wonder- 
ful opportunity to sell a type of 
policy which will not place us in 
the too often embarrassing posi- 
tion of being obliged to tell our 
customer: “Sorry, that particular 
loss is not covered by your policy.” 
Let us consider for a moment 
the significance of the terms used 
in describing the coverage of this 
policy. “‘Destruction”’ actually 
means destruction from any cause. 
How other than through the me- 
dium of burglary insurance can 
you provide fire and extended 
coverage insurance on money and 
securities? In most jurisdictions 
the standard fire insurance policy 
specifically excludes coverage for 
money and securities. There are 
many customers who do not real- 
ize this significant fact, and it is 
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our obligation to bring it to their 
attention. 

The word “‘disappearance” cov- 
ers a multitude of circumstances 
which are far too many to enu- 
merate. It is not limited as in the 
residence theft policy to a mere 
presumption of theft. For specific 
examples we have only to turn to 
the claim files of any of the insur- 
ance companies. A messenger re- 
turns from the bank and his wallet 
containing the money has disap- 
peared. Was his pocket “picked,” 
or had he let it slip from his 
pocket? In either event, this loss 
would be covered by the broad 
form policy, but not under the old 
messenger robbery form because 
there was no force or threat to 
constitute robbery. A former em- 
ployee of a company came back 
after business hours and opened 
the safe by working the combina- 
tion which had not been changed. 
Here again there would have been 
no coverage, as the safe was not 
opened by actual force.or violence 
with visible marks of such entry. 
There have been also similar cases 
where a safe was closed for the 
night but by mistake not locked. 
Here again it was opened without 
force or violence. 

This coverage for disappearance 
leads us to another important con- 
sideration — that is, the necessity 
for placing the fidelity insurance 
or bond with the same company 














providing the broad form money 
and securities contract. When spe- 
cific burglary or robbery coverage 
is granted, a loss covered by the 
policy is usually accompanied by 
marks of forcible entry or wit- 
nesses to the robbery to prove the 
loss, but when we insure against 
disappearance we sometimes find 
ourselves in the twilight zone be- 
tween loss from some external 
cause and dishonesty of an em- 
ployee. Take the case cited of the 
messenger returning from the bank 
— was his wallet actually stolen or 
lost, or did he misappropriate the 
money himself? Or again, the 
cashier finds money gone from the 
cash box. Was it stolen by an out- 
sider or an employee? In either 
example, it is now most important 
that both forms of insurance be 
provided by the same company. 
No one would knowingly place his 
customer between the proverbial 
Scylla and Charybdis and subject 
him to the possibility of having 
each of two insurance carriers 
deny liability on the premise that 
the loss should be covered by the 
other policy. The best answer, of 
course, is to sell the Three D Pol- 
icy, which includes fidelity and 
forgery coverage along with the 
broad form money and securities 
insurance. 

The question is often asked how 
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many more losses would be cov- 
ered by the new broad form policy 
than by the old limited contracts. 
While no national figures are 
available, one company kept such 
a record. The results were amaz- 
ing. Slightly less than 40 percent 
of the losses coming within the 
coverage of the broad form con- 
tract would have been covered by 
the old standard form burglary 
and robbery forms. If the agent 
and his client had been depending 
on the old style limited policies, 
the agent would have been forced 
to admit in 60 percent of such 
cases that he had not sold the right 
form of insurance. 

Troubled times and shifting 
population mean new dangers and 
new threats to property. The in- 
surance companies have taken 
several major steps toward the 
millennium of all risk insurance. 
The size of the business or the 
amount of property is no measure 
of the requirement for protection. 
Your customers need these newer 
and broader forms of insurance. 
By selling them you will not only 
add more commission dollars to 
your income, but most of all, your 
own greatest personal satisfaction 
will come from the realization of a 
job well done. Time marches on! 
Don’t let your clients be left be- 
hind. 





~ 





For Nimrops AND OTHERS 


Everyone, we presume, sadly ad- 
mits that fishing is not what it was 
when grandfather was a lad and prob- 
ably even Thoreau would today have 
difficulty in discovering what has so 
long been considered his perfect defi- 
nition of circumstantial evidence, a 
trout in the milk bottle. But trout or 
other kinds of fishing is still the sport 
of thousands. 

Fishermen in New York and many 
other states are already preparing to 
take advantage of the brief legal open 
season, so close at hand, for their an- 
nual assault upon the trout streams, 
and through the months to come 
sportsmen will be on the lakes and 
rivers where fish of one kind or an- 
other are supposed to live in hungry 
expectation of their arrival, not to 
mention various fishing grounds of the 
Atlantic and Pacific oceans that wash 
our shores. 

It would be strange indeed if among 
your clients and prospective clients 
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there were not some fishermen. If you 
have not sold them protection against 
hazards of many kinds they may en- 
.counter on fishing expeditions you are 
doing them a disservice as well as 
neglecting a worth-while addition to 
your income. 

Not only would the average fisher- 
man be interested in knowing that for 
a slight cost he could be protected 
against liability that may result from 
indulging in his favorite sport, but 
he should also be informed that un- 
der a comprehensive personal lia- 
bility policy he would have protec- 
tion against almost countless other 
hazards. In fact, such a policy has 
been well defined as “providing a man 
protection in whatever way the occa- 
sion demands.” In other words, by 
first stressing- to the amateur Izaak 
Walton why he should have protec- 
tion when fishing you have an easy 
approach to persuade him that he 
cannot afford to be without the se- 
curity provided by the comprehen- 
sive personal liability policy. 
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LETTERS 


Most of us have known at least one 
or two good letter writers. The best 
letter writer the writer of this para- 
graph recalls was the sports editor of a 
Connecticut newspaper from whom, 
at one time or another, he received 
brief communications from different 
parts of the globe. 

Such letters rarely if ever had any- 
thing to do with the topic of which he 
was a recognized authority — he kept 
sports for his columns in the news- 
paper where they could be read by 
all. Now and then one would deal 
with financial matters of a personal 
nature. Now and then the comment 
was about a mutual acquaintance or a 
well known if not greatly respected 
personage. Now and then it was sim- 
ply a brief description of an unusually 
good dinner he had had in a Paris 
restaurant, for he was a gourmet as 
well as a sports writer. But every letter 
had one thing in common. The writer 
knew what he wanted to say and said 
it clearly and directly with none of the 
forms and flourishes, both of words 
and thought, that so often cumber 
correspondence. 

*““Here’s the $10 I owe you.” 

“They tried to keep me out of the 
Martan last night because I didn’t 
have a dress suit on. Ha! Ha!” 

“The old man’s slipping. Tell him 


October 12 is not ‘Columbus’ Birth-. 


day’.” 

Brief but complete samples. 

The average insurance agent has 
frequently to write letters, letters 
which he hopes will result in added 
sales, Sometimes they do, but if their 


length, their stilted phraseology, their 
repetition of ancient and unnecessary 
phrases, cliches, or just general dull- 
ness annoy or bore the recipient as he 
begins to read, the chance is that the 
waste paper basket gets it at once and 
there is no reply, no new business, a 
lost prospect. 

After you have written or dictated 
your letter read it carefully, blue 
pencil in hand. Cut out the hackneyed 
phrases, the redundant remarks, the 
unnecessary adjectives. It will come 
through such rigid editing shortened, 
more to the point, and far less dull, 
with its chances of being read and 
acted upon greatly increased. 


Goop THen — Goop Now 

In THE Journat of May, 1943, 
Spring having arrived, several ways 
in which an insurance salesman could 
increase his sales were suggested. 
Spring is here again, and we believe 
them worth repeating: 


Utilize more direct mail advertising. 
Devote more. time to evening work. 


Make more definite appointments 
by phone. 


Do without that 10 o’clock coffee. 


Use both mail and phone for service 
calls. 


Shorten your sales talks — see more 
people during the course of the day. 


Make at least one extra call after 
you feel you have already done a man- 
sized day’s work. 














UNDERGROUND BLAST. Thirteen men WRONG SIDE UP? Anyone strolling casually into this room 
were killed, 38 injured during an explosion might think that either he was seeing a mirage or possibly defy- 
in this West Virginia coal mine. Here is ing the law of gravity. There is, however, no mystery — it is the 


what remains of the shaft above No. 9 pit. 
215 men escaped through another exit. 


A Explosion 


HERO. On Jan. 5, Brig. Gen. B. M. Bryan (left) presented Lt. 
Col. Edward R. Granniss with the Legion of Merit, awarded 
him for developing the Army Safety Program. Col. Granniss, 
now “Mr.,” has resumed his duties as director of industrial 
engineering for the National Conservation Bureau. 


Personalities WV 


CRAFTSMAN. Perfect specimens of functional 
art, custom-made electronic tubes, the modern 
peak in glass blowing, often take two months 
to make. Leigh Harris, expert for 30 years, is 
shown here with samples of his work. 





LIGHTS AND SHADOWS. Brilliantly illum{ again: 
fireboat makes an excellent study in black uphite. 

helping to fight a five-alarm fire of undetermin}gigin tl 
road sheds at St. George, Staten Island, last\Bary. It 
pieces of apparatus hours to bring the blaze «fr conti 


BRR! You may prefer to forget, but not long ago there was plenty of 
snow and ice about — although the fact that this scene is in Fairbanks, 
Alaska, may account for the preponderance here. This is the after- 
math of the worst fire in Fairbanks’ history. A block of business offices 
were destroyed; a half-million dollars’ worth of damage. 


A Fire 


THE 


SUPERSHIP. Here is a view of the spacious hang éck on 
is one of the newest additions to the United States\\¥, Com 
its immensity. The picture was taken last January,\@le the 
was on her shakedown cruise through the waters| Guan' 
cruise the ship stopped at Brazil for the inauguraifof the 


GIANT MOUSEHOLE? No — rather one of 12 tunnels which are 
being cut into solid granite as part of an irrigation project at 
Grand Coulee Dam, Wash. The tunnel’s diameter here is 23 feet; 
it will taper to 1844. The tunnels will range in length from 487 to 
530 feet when completed. 
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r illum{ against a background of flames, this A CORKER! Firemen have nearly conquered this fire in Washington, D.C., 


lack uphite. It is out on business, however, but it was quite a spectacular one while it lasted. Starting in an oil storage 
erminjfigin that swept a pier and several rail- plant, it threatened to spread to gasoline storage tanks nearby. Three ex- 
1, last\pary. It took the boats and at least 25 plosions caused flames to spurt 200 feet into the air, and families living 
blaze ctr control. within six blocks of the plant were evacuated. 


PICTURES 


Construction WV 


hangs @ck on the airplane carrier, Franklin D. Roosevelt, which LONG WAY UP! You are looking straight up 168 feet to 
tates), Comparison with the men in the background indicates the top of a giant drilling rig at Cape Hatteras, N.C., 
nuaty,jgle the 45,000-ton ship, escorted by several destroyers, where men have probed over 3,000 feet into the earth in 
waters| Guantanamo Bay, Cuba, in the Caribbean. During the search of oil. Nearby the historic, 197-foot lighthouse 
guratjof the president. must dwarf even this tall steel shaft. 
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SINGLY. For those who prefer to be alone and OR IN GROUPS. And this scene will warm the hearts of 
mix their fishing with meditation, this picture those to whom fishing is a social occasion, with friendly 
ought to spell complete contentment. A warm, rivalry over who can catch the biggest one; from which to 
sunny afternoon, a deep shaded pool — time seems return tired but suntanned and happy, and — if lucky — 
to Stand still and only “now” is important. with the ingredients of a good fish dinner. 


A Fishin’ Time 


E NEWS IN PICTURES 


Automobile W 


ROCKY ROAD. Not to Dublin, but to Dear- 
born, Mich., and its purpose is a practical one. 
While a car is being driven slowly down it, a 
man listening under the hood can easily detect 
any annoying squeaks and rattles. 


OVERLOAD. This truck trailer was either decidedly over- 
weight or simply the straw that broke the camel’s back. In 
any case, the pavement, undermined by sewer seepage, sagged 
beneath the rear wheels and they sank from view. It took a 
derrick to hoist them back to street level. 
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OR THE PAST YEAR the New 

York State Association of Lo- 
cal Agents has been working to set 
up a plan of education at some 
central point to provide instruc- 
tion and refresher courses for re- 
turning veterans. There have been 
many obstacles and delays, in- 
cluding housing 
shortages at 
Syracuse Uni- 
versity and all 
schools. The 
course, how- 
ever, has now 
been set up to 
start May 1 at 
Syracuse Uni- 
versity and the 
enrollment is 
about com- 
pleted, although 
only a few weeks 
have elapsed 
since the course 
was formally 
announced. 
This surely is a 
clear indication 
of the veterans’ interest in insur- 
ance education. 

This course, sponsored by the 
New York State Association of 
Local Agents and Syracuse Uni- 
versity, will consist of one week of 


Education —Road to Success 


by A. C. DEISSEROTH 





A. C. DEISSEROTH 
. an agent should be qualified 


indoctrination devoted to those 
who have not had previous ex- 
perience in the business and five 
weeks devoted to all other phases 
of the business. Students taking 
this course will attend classes six 
hours a day, from 9 A.M. to 12 
A.M. and from 1:30 p.m. to 4:30 
P.M., five days a 
week, and will 
cover the fol- 
lowing subjects 
and hours de- 
voted to them: 


Accident & 
Health In- 
surance, 8 
hours. 

Agency Man- 
agement, 10 
hours. 

Automobile 
Material 
Damage and 
Liability In- 
surance, 18 
hours. 

Boiler-Machin- 
ery Insurance, 8 hours. 

Burglary, Glass Insurance, 14 
hours. 

Fidelity & Surety Bonds, 14 hours. 

Fire Insurance and Allied Lines, 
30 hours. 










Inland Marine Insurance, 14 
hours. 

Public Liability and Workmens 
Compensation, 30 hours. 

Aviation Insurance, 2 hours. 

State Insurance Laws, 2 hours. 


The course, known as the “One 
Hundred Hour Course of the Na- 
tional Association,” has been ex- 
tended to 150 hours. It was writ- 
ten to meet the every day needs of 
the rank and file of local agents 
and agency employees and is con- 
ducted very largely on a discussion 
method of presentation. All provi- 
sions will be made for the comfort 
and recreation of those attending 
the classes. Upon completing the 
work in a satisfactory manner, 
each student will receive a certifi- 
cate from Syracuse University and 
also one from the National Associa- 
tion of Insurance Agents, and will 
then be prepared to take the state 
insurance examination provided 
he is not already licensed. 

This course was prepared by 
the following men in the insurance 
business: 

Accident & Health Insurance 

G. .H. Carlson — Continental 

Casualty Co. 

John F. Lydon — Ocean Acci- 

dent & Guarantee Corp. 
Agency Management 

Oscar Beling — Royal-Liver- 
pool Groups. 
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Ralph W. Bugli — formerly with 
the National Board of Fire Un- 
derwriters. 

Charles Freemen — Springfield 
Fire & Marine Ins. Co. 

Harry K. Schauffler — National 
Board of Fire Underwriters. 
Automobile Material Damage and Lia- 

bility Insurance 
Harry R. Muse 
Casualty Co. 
Amos Redding 
ated Companies. 


- Fidelity & 


— Aetna Affili- 


Boiler and Machinery Insurance 
L. B. Brainard — Hartford Steam 
Boiler Ins. Co. 


Burglary and Glass Insurance 
S. A. Romolo 
Co. 

W. E. Mallalieu, Jr. 
Liverpool Groups. 


— National Surety 


- Royal- 


Fidelity and Surety Bonds 
John P. Madigan — Maryland 

Casualty Company. 

Fire & Allied Lines 
G. S. Atkinson 
Insurance Co. 


- Hartford Fire 


DeMott Belcher — Continental 
Insurance Co. 

W. E. Mallalieu, Jr. — Royal- 
Liverpool Groups. 

Leonard Peterson — Home In- 


surance Co. 
Sinclair T. Skirrow — Great 
American Ins. Co. 
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Chester A. Snow — Phoenix 
Ins. Co. 

Bruce Steinhoff — Eastern Un- 
derwriters Association. 

Joseph P. Trost — Great Amer- 
ican Ins. Co. 


Inland Marine Insurance 
A. E. Barthelmes — North Brit- 
ish & Mercantile Ins. Co. 
E. M. Cheston — Insurance 
Company of North America. 


Public Liability G Workmen’s Com- 
bensation 


John Egloff— Travelers Ins. 
Co. 





Homer D. Sherwood — Trav- 
elers Ins. Co. 

Aviation Insurance 
C. A. Sanford — Aero Insur- 


ance Underwriters. 


State Insurance Laws 


Joe J. Magrath—Chubb & 
Son. 


This accelerated course will 
come within the requirements of 
the G.I. Bill of Rights for returning 
veterans, which will provide for 
payment of tuition, books, sup- 
plies and equipment. 

Arrangements have been made 
with Syracuse University to house 
and feed those who come from out 
of town for $15 a week. In the 
event that there is any room after 
the veterans’ interests have been 
taken care of, then those other 
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than veterans may be admitted. 
For non-veterans the tuition fee, 
covering everything, is $125 for 
the entire course and the price for 
maintenance would be the same, 
$15 a week for room and board. 

We have fashioned a course 
which can be used by other asso- 
ciations or organizations and it 
can be passed on to the various 
states for this purpose. If it is thus 
used, then we shall feel that we 
have made a distinct contribution 
to insurance education generally. 
While this course is designed for 
returning veterans, we in New 
York state are very cognizant of 
the fact that all of our members 
must be better qualified and that 
there must be replacements in the 
agency field, especially in those 
agencies where there is no young 
blood. The course will also offer 
facilities for the training of office 
personnel and underwriters. We 
are hopeful that interest in this 
sort of insurance education will 
mean the setting up of courses at 
various institutions throughout the 
state of New York which will be 
available every year. 

This writer believes that insur- 
ance interests as a whole are not 
even now fully aware of what a 
sound educational plan could 
mean to the business. Should not a 
man qualify himself in insurance 
to be just as outstanding as any 
lawyer or doctor? By so qualifying 
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himself a man can assume a place 
in the community comparable to a 
lawyer or doctor or any other pro- 
fession, in that his services are 
specialized and he is known to 
be the best in his business. This 
means greater returns both to the 
agent and company because of in- 
creased business that will be pro- 
cured. If a unified program of 
education were given to agents to 
obtain a sounder knowledge of 
insurance business would not this 
raise the standards of insurance? 
The necessity of a specialized 
knowledge of the business is, in my 
judgment, the basic fundamental 
quality of success and in this lies 
the great strength and permanence 
of insurance and the agency sys- 
tem. An agent should be qualified 
to give a personal and intelligent 
study of all matters pertaining to 
his client’s insurance. 

Much has been said about pub- 
lic relations. Let us stop to con- 
sider what constitutes public rela- 
tions as far as lawyers or doctors 
are concerned. Everyone knows 
that in order to practice law or 
medicine a man must be qualified 
by having sufficient education in 
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those subjects. Knowing this the 
public has confidence in lawyers 
and doctors because of these quali- 
fications. Qualification, therefore, is 
the public relations of lawyers and 
doctors. Why not of insurance 
men as well? 

It is my sincere hope that we 
may be able to offer a program of 
training that could be done in five 
weeks so that accelerated courses 
may be set up in different parts of 
the United States, preferably at 
universities, with the backing of 
the National Association of Insur- 
ance Agents and insurance com- 
panies. It would thus offer a con- 
cise and well-defined program, so 
that those entering the insurance 
business might be privileged to 
begin their profession with a good. 
working knowledge, and that ul- 
timately agents now in business 
will avail themselves of the oppor- 
tunity to improve their knowledge 
of a profession that is of tremen- 
dous importance —a_ profession 
whose function is the “‘Stabiliza- 
tion of business through the ab- 
sorption of losses without disturb- 
ing the economic fabric of a 
nation.” ; 


No Insurable Interest? 


An honest Hibernian, being in bed in a great storm and told that 
the house would tumble over his head, made answer: “‘What care I 


for the house; I am only a lodger.”’ 












Lie Gow Koad flere... 


Nuggets of interest and help from the 
daily press or various insurance magazines 








Cotps Cause Heavy Loss 
Weekly Underwriter 


Because of the heavy economic loss 
due to common colds, the research de- 
partment of the United States Health 
Service has decided to make another 
effort to determine the cause of colds 
and possible remedies. It is estimated 
that an average of 250,000 persons are 
unable to work daily in the United 
States because of colds, and this loss 
in production and wages mounts high 
into millions of dollars. The Health 
Service has set aside $50,000 as an 
initial appropriation to fight colds, 
and has placed several astute research 
men on the job for what it describes 
as “a whole-hearted attack on the 
common cold.” Dr. E. E. Dyer will 
supervise the work, and he says that 
despite the widespread ravages of 
colds, the scientists have only a few 
clues regarding causes to aid them in 
their work. Dr. Dyer is of the opinion 
that colds are caused by viruses which 
are much thinner and harder to han- 
dle than ordinary germs, and it is be- 
lieved that colds are infectious and are 
transmitted through the air from one 
person to another. 





How To Make THE BEstT 
Use or Time 


United States Review 


A glimpse into the secrets of success 
is afforded when a big producer breaks 
down and tells what he would do if he 
were starting over again — and once 
in a while one does. 

An analysis of such confessions re- 
veals one idea that leads all the rest, 
and maybe the rest of us could profit 
by taking this idea more seriously. 
It is the use of time. 

For example, here are several 
quotes lifted from some of these slates 
of “must” items for beginning in the 
business: 

I would ruthlessly eliminate sus- 
pects taking up my time. 

I would divide my time into solicit- 
ing periods, study and planning 
periods. c 

I would then not cheat myself by 
planning my work during the time I 
should be working my plan. 

I would make it a point to make 
from two to three evening appoint- 
ments. 

I would work each day as though it 
were the last day allotted to me. 
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HIGHWAY SAFETY AND 
NATIONAL Po.icy 


Collier’s 


As President Pyke Johnson of the 
Automotive Foundation remarked in 
his recent Collier’s article, Death 
Rides the Highways, we can have 
“just about as much traffic safety as 
we really want and are willing to 
work for.” 

Johnson went on to give some 
alarming figures on the prompt jump 
in automobile accidents and fatalities 
as soon as gasoline rationing ended, 
and to report that his organization 
and numerous others would be de- 
lighted to see a national traffic safety 
conference held under federal govern- 
ment auspices. Among the other 
groups ready to cooperate in formu- 
lating national traffic policies are the 
American Automobile Association, 
National Conservation Bureau, Na- 
tional Safety Council, American So- 
ciety of State Highway Officials, 
International Association of Chiefs of 
Police, American Association of Mo- 
tor Vehicle Administrators and Na- 
tional Education Association. 

Rather a potent crew, altogether, 
and it is much to be hoped that this 
conference may materialize. We need, 
for a few examples, a standard nation- 
wide type of traffic light; a standard- 
ized system of drivers’ hand signals, so 
that all U. S. motorists can take to 
talking the same traffic sign language; 
one technique for enforcing traffic 
regulations; one set of drivers’ license 
requirements. 
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Meanwhile, the National Safety 
Council has come forward with a 
single, concrete stopgap proposal 
which seems to us to have a great deal 
of merit. It is that wartime motor 
traffic regulations, especially low 
speed limits, be kept in force for an- 
other year or so. 

The reason why this is well-nigh 
essential is that the great majority of 
American motorists are still driving 
cars which are old already and grow- 
ing older fast. It will be two or three 
years before the prewar average age 
and sturdiness of our motor transport 
equipment can be regained. Mean- 
while, there will be increasing danger 
from brakes that are wearing out, 
steering knuckles that are crystallizing, 
electrical systems that are developing 
bugs, and so on. 

The job of keeping cars down to 35 
or 40 miles per hour is, of course, a 
job for local police, primarily. They 
should be encouraged to perform that 
job in all communities. 

But we'll never solve our larger, 
nationwide traffic and highway prob- 
lems satisfactorily till we tackle them 
on a nationwide basis. 
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Bur_pers Risk INSURANCE 
Employers’ Pioneer 


Think of the tremendous building 
program which will take place during 
the next several years. Are you making 
your contacts with contractors and 
builders now? Are you telling them 
what your company has to offer? 
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| "Now, that’s what I like about him, always a definite answer.” 
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Six Years Ago 


Our job is to produce and sell adequate insurance. I like the word 
“adequate.” To the insurance man it means or should mean: Don’t 
undersell — don’t oversell. It also means that the insurer whose policies 
you sell should be adequate and should be kept adequate by the main- 
tenance of correct rates, sound underwriting, and effective salesman- 
ship. — A. M. Clark. 

Four Years Ago 


Non-Stock Competition. — There are two kinds, defensive and offensive. 
Protect against the first by thoroughly servicing your business, and use 
the second in seeking opportunities to demonstrate value of your service 
on competitor’s risks. Until loss occurs, any policy is ‘‘just a promise 
to pay!’ Lines which have been written by non-stock companies for 
years are particularly susceptible to intelligently programmed selling 
efforts. One agent got a large line because the non-stock’s blanket policy 
didn’t “blanket” — several properties were omitted. Another ob- 
tained line by calling attention of the treasurer of a corporation that 
liability for reciprocal assessments was not included in prospect’s finan- 
cial statement. — Raymond Louis Ellis. 


Two Years -A ‘go 


Because of war exigencies, many more women than ever before have 
taken over the running of insurance agencies and my impression, from 
reading about them in the insurance journals, is that they are doing a 
fine job. They will no doubt agree with me that many obstacles must 
be overcome in getting off to a good start. That first day or first week 
looms up ominously before you get into the swing of things, but in ret- 
rospect you are probably amazed at how well things went along after 
those first few difficult days or weeks. — Mrs. Milton J. Gimber. 
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Miscellaneous Liability Lines Are 
Often Overlooked 


by A. B. NICKERSON 


HE SALE OF miscellaneous lia- 

bility insurance has suffered 
because too many people — in- 
cluding agents—think only of 
automobile policies when liability 
insurance is mentioned. 

While automobile liability in- 
surance is a very important lia- 
bility line, there are other liability 
risks which can cause just as great 
a loss as that caused by an auto- 
mobile. Individuals and business 
concerns should protect them- 
selves against such losses by means 
of adequate liability insurance. 

In many cases the low cost per 
policy facilitates the sale of lia- 





bility insurance, while multiple 
sales result in a very respectable 
volume of additional premium. 
The strong appeal of comprehen- 
sive liability policy forms allows 
an agent to place extremely valu- 
able liability coverage propositions 
before prospects and in most states 
the automobile liability risk can 
be included in the same policy. 
The premium on one of these con- 
tracts alone will often produce a 
very attractive commission for the 
agent. 

Practically every retail store or 
other business establishment is a 
prospect for the right kind of 








44 


liability policy, and this protec- 
tion, if presented in the proper 
manner, can be sold in the major- 
ity of cases. In one community 
you will find that nearly every 
business establishment carries this 
form of insurance; visit another 
community and you may find 


that not a sin- 
gle place of 
business has 
this coverage. 
The need is the 
same in both 
communities. 
The difference 
lies in this fact: 
in the one a 
wide-awake 
agent has seen 
the possibility 
of selling this 
needed form of 
protection — in 
the other, this 
important line 
has been over- 
looked. The 
best prospects 


for liability insurance are the 
agents’ existing clients. 

Here are some examples which 
might have been taken right from 


your own files: 


Example 1. The head of a fam- 
ily or householder whose automo- 
bile liability policy you now carry. 
He is a prime prospect for compre- 
hensive personal liability insur- 
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A. B. NICKERSON 


. . « best prospects are existing clients 
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ance because it will protect him 
against loss from damage suits if 
he — or any member of his family — 
accidentally injures someone or 
damages another’s property. 
Example 2. The merchant or 
manufacturer whose other insur- 
ance lines you carry. He needs 


public liability 
protection be- 
cause he is 
daily exposed 
to possible 
claims from cus- 
tomers or others 
who may be in- 
jured on his 
business prem- 
ises. Property 
damage. claims 
might also be 
brought against 
him. Stores and 
other business 
places which in- 
vite the public 
to enter their 
premises have a 
great need of li- 


ability insurance protection. 
Example 3. Do you carry insur- 

ance for any contractors or build- 

ers? The very nature of the work 


performed by such individuals or 





firms makes public liability insur- 
ance a necessity. The entire profits 
of a construction job could be 
wiped out by one damage suit 
brought by someone who was in- 

















jured as the result of the building 
or construction operations of your 
client. Don’t let these clients re- 
main unprotected. 

Example 4. Banks, building and 
loan associations, and other finan- 
cial institutions, all are good pros- 
pects because they generally own 
or manage many properties and 
they are, therefore, exposed to 
greater risks than the man who 
owns but one or two properties, 
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say his home and his business. 

Example 5. In fact, every prop- 
erty owner, every business con- 
cern, every property owning or- 
ganization is a good prospect for 
one or more forms of liability in- 
surance, and the sale of an auto- 
mobile liability policy or a fire 
insurance policy is an excellent 
opening for the development of 
additional miscellaneous liability 
insurance lines. 
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N previous years THE JOURNAL has 
| published a part of the questions and 
composite answers of the C.P.C.U. exam- 
inations. In this issue we present the 
majority of Parts I and II, which deal with 
insurance principles and practices. The 
remaining parts deal with such subjects as 
economics, government, social legislation, 
English, general commercial law and in- 
surance law and accounting and finance. 
THE JOURNAL will be glad to print these 
remaining parts if the readers find them 
helpful. If you want them, please let us 
know. 
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Questions 


Q. Due to an unrepaired furnace 
door, hot coals fell on the basement 
floor of a retail store building owned 
and operated by “E.”? The hot coals 
ignited some trash that was carelessly 
thrown on the floor and the fire 
spread, causing $20,000 damage to 
**E’s”? building. In extinguishing the 
fire, water and chemicals caused $10,- 
000 damage to merchandise belonging 
to “F,’’ a tenant on the second floor. 
“SE”? carried $50,000 fire insurance 
and “‘F’’ $5,000. ‘‘F” sued “‘E”’ for his 
carelessness and was awarded $10,000 
(the full amount of his loss). 

(a) Is there a commonly used in- 
surance coverage that would provide 
protection to “E”’ against such a court 
award? If so, explain the specific 
features that cover this case. If there 
is no such contract, describe the fea- 
tures of a special contract that would 
afford protection to “‘E.’’ : 

(b) Could ‘‘F’s’’ insurer be affected 
by the court award mentioned above? 
If so, why and how? If not, why not? 


A. (a) An O.L. & T. Liability policy 
with P.D. Liability Endorsement would 


A N D 
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Answers 


protect “SE” in such an instance pro- 
vided he carried adequate limits to meet 
the $10,000 award. Even though readily 
available, few insureds carry Property 
Damage coverage under an O.L. & T. 
policy and fewer still are insured for an 
amount in excess of the $1,000 Standard 
Limit named in the policy. 

The specific features of the O.L. & T. 
Liability policy that cover this case are 
(1) the promise to pay to the extent of 
the policy limits, the liability imposed 
by law upon the insured for loss, de- 
struction or damage caused by accident 
to property of others arising out of the 
ownership, maintenance or use of the 
premises described, and (2) the promise 
to defend a suit for alleged liability aris- 
ing out of ownership, maintenance, or 
use of the described premises. 

(b) ‘‘F’s” insurer could be affected by 
the court award in this case because the 
loss to ‘‘F’s” property in the first place 
would be considered to be ‘‘direct loss 
or damage by fire,” even though the 
actual loss sustained was by water and 
chemical (court decisions). ‘‘F’s” insurer 
could be asked to pay and then become, 
subrogated to “F’s” rights to the extent 
of its payment and proceed against “‘E,” 

To the extent of the insurer’s payment 
($5,000 in this case) the insurer has both 
a common law right and a contractual 
right to compel the insured to transfer to 
the insurer his rights of collection against 

















a third party. In order fully to protect 
its subrogation rights at the time of mak- 
ing a loss payment, no doubt “‘E” would 
insist on being joined with “F” in a suit 
against “‘E.” 

Q. When Use & Occupancy insur- 
ance is written at standard rates it is 
now required that the following clause 
be included in the contract: “In con- 
sideration of the rate and premium at 
which this policy is written it is a 
condition of this insurance that this 
company shall not be liable for any 
loss resulting from additional time re- 
quired to rebuild, replace, or repair 
any property herein described as a 
consequence of any law, governmen- 
tal order, provision or directive, regu- 
lating, prohibiting or restricting, di- 
rectly or indirectly, construction, the 
acquisition of machinery, equipment, 
material, labor, or other means re- 
quired for the replacement or repair 
of any property damaged or de- 
stroyed.”’ 

(a) Explain the nature and purpose 
of the coverage provided by Use & 
Occupancy insurance on a manufac- 
turing plant. 
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(b) Wherein does the clause quoted 
above modify the coverage normally 
provided by Use & Occupancy insur- 
ance? Be specific. 

(c) Under a Standard Fire Policy 
insuring against direct loss by fire, is a 
special endorsement necessary if the 
insurer wishes to avoid responsibility for 
aggravation of a fire loss by the condi- 
tions mentioned in the clause quoted 
above? Explain fully why or why 
not. 


A. (a) The purpose of Use & Occu- 
pancy insurance is to indemnify the 
assured for loss in the event that fire, or 
other insured peril, interrupts earnings, 
but only to the extent they would have 
been earned had no fire or other insured 
casualty occurred. The U. & O. form 
(co-insurance form) attached to a stand- 
ard fire policy agrees to indemnify the 
insured for: 

1. Loss of net profit on operations 

prevented. 

2. Necessarily continuing expenses 
such as taxes, interest, key per- 
sonnel salaries, and other neces- 
sarily continuing expenses to the 
extent they would have been 
earned had no loss occurred. 

3. Ordinary payroll for not exceeding 
90 days. 

















Dean’s Note: This composite set of answers to the June 1945 Chartered Property Casualty 
Underwriter examinations given by the American Institute for Property and Liability Under- 
writers, Inc., has been prepared from the papers of the examinees. Editing was necessary to 
assemble each composite answer and present i: in condensed form. Hi » the content in some 
cases is more complete than was required for a high grade and answers have been given to all the 
questions selected here even though the candidate had a choice. 

It should also be mentioned that although these answers have been taken from meritorious 
papers, they are not necessa,ily perfect. Many of the questions involved judgment on the part of 
the candidate and no hard and fast solution could be required. Credit was given for the reason- 
ableness of the answer and the evidence of intelligent application of a candidate’s knowledge. 

Candidates are cautioned not to rely on this set of questions and answers as a methed of direct 
preparation for the C.P.C.U. examinations. They may be useful as a guide to the type of ques- 
tions asked and the content of answers desired by the Institute, but they cannot be a substitute for 
thorough study and mastery of the subject matter of the Institute’s curriculum. 
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(b) U. & O. insurance contemplates 
payments for loss during the time needed 
under normal conditions to repair prop- 
erty so that it is possible to resume opera- 
tions. Since December 7, 1941, priori- 
ties, and various government edicts, 
have in many instances slowed up or 
entirely stopped the use of certain mate- 
rials in private construction. Therefore, 
the U. & O. claims, which are deter- 
mined by the length of time required to 
rebuild, soared because of these goy- 
ernment imposed delays. Through the 
wording “additional time required to 
rebuild, replace or repair,” the quoted 
clause eliminates responsibility of the 
insurer for losses aggravated as a result 
of government orders. 

&) Under a standard policy (1918 or 
1943) insurance against direct loss by 
fire no special endorsement is needed to 
avoid liability for aggravation of loss 
resulting from additional time required 
to replace, rebuild, etc. Regardless of the 
reason for the additional time the policy 
states specifically that the company is 
liable for “‘the actual cash value of the 
property at the time of loss.”” (To the ex- 
tent that government restrictions have 
been a factor influencing actual cash 
value at the time of loss by fire, the fire 
insurance carrier is responsible.) 


Q. (a) Describe the two principal 
sets of circumstances under which 
Automobile Public Liability protec- 
tion may be needed by others than the 
owner of a private passenger auto- 
mobile. 

(b) Describe the various ways in 
which the coverage needed under 
the circumstances mentioned in your 
answer to (a) is provided. 

(c) In your answer to (b) which 
coverage is (1) excess insurance? (2) 
contributing? ; 


A. (a) The two principal sets of cir- 
cumstances under which others than the 
owner of a private passenger automobile 


April 


need automobile public liability protec- 
tion are: 

1. Liability for cars used in one’s in- 
terest, but owned and operated by 
others (employee driving his own 
car for benefit of employer). 

2. Liability when driving in one’s own 
interest cars belonging to others. 

(b) Ifthe owner has a National Stand- 
ard Automobile Liability policy both of 
the circumstances mentioned above are 
under the “omnibus clause” which in- 
cludes the liability of “any person, or 
organization legally responsible for the 
use of the car provided the use is with 
the permission of the named insured.” 
This is subject to some specific excep- 
tions such as: common employees in 
course of employment, garages, service 
stations, parking lots, etc. 

If the owner lute “omnibus” protec- 
tion or has inadequate “limits”: 

1. The liability of non-owners for cars 
owned and operated by others may be 
assumed under an ‘Employers’ 
Non-ownership” policy, and 

2. the liability of those using cars of 
others in their own interest may be 
assumed: 

(aa) by “named operator cover- 
age” which protects the spe- 
cifically named person when 
he is operating or riding in a 
non-owned car. 

(bb) under “drive other car cover- 
age” (as provided in the Na- 
tional Standard Automobile 
policy) which protects the in- 
sured and spouse by reason of 
the operation. of other non- 
owned cars by them or in 
their interest. 

(c) The “non-ownership” policy is 
excess, the “drive other cars” coverage in 
the standard policy is excess, the “named 
operator” coverage is contributing. 


Q. “The Insurance coverage under 
a ‘Commercial Accident Policy’ and 
that of the ‘Standard Workmen’s 
Compensation and Employers’ Lia- 
bility Policy’ overlap in many respects 























and therefore frequently enable an 
insured person to collect twice for the 
same accident.” 

Contrast the protection of these two 
contracts with reference to: 


(a) definition of accidents covered, 
(b) definition of disability resulting 
from accident. 


In your answer show whether or not 
the above quotation is correct. 


A. (a) The Commercial Accident 
Policy covers all kinds of accidents (ex- 
cepting those specifically excluded) that 
meet the ‘“‘accidental means”’ test, 
whereas the protection of a Workmen’s 
Compensation Policy is restricted to oc- 
cupational accidents as provided in a 
Workmen’s Compensation Law. 

(b) Disability may be Total or Partial 
under the Commercial Accident Policy. 
Total disability is frequently defined as 
the inability to perform each and every 
duty of one’s own occupation during a 
period of 52 weeks immediately follow- 
ing commencement of disability; after 52 
weeks it is defined as the inability to 
perform any and every duty of any occu- 
pation. Partial disability under the con- 
tract is frequently defined as inability to 
perform one or more important daily 
duties of one’s occupation for a limited 
period, such as 26 weeks. The 26 weeks 
of partial disability may follow total 
disability. (An absolutely rigid definition 
is impossible because of the variety of 
commercial accident policies.) 

Under the Workmen’s Compensation 
Policy total and partial disability are: 
Total or partial inability to earn wages 
as interpreted by an administrative body 
or other device provided in a Work- 
men’s Compensation Law. 

Irrespective of other definitions of dis- 
ability, scheduled dismemberment and 
loss of sight are common to both Acci- 
dent and Workmen’s Compensation pol- 
icies. (Workmen’s Compensation some- 
times includes scheduled, permanent 
loss of use.) 
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Accident and Workmen’s Compensa- 
tion Policies are separate and independ- 
ent of each other and both policies may 
pay benefits for the same injury. 


Q. The “‘H” Manufacturing Com- 
pany whose business, as a result of war 
orders, has grown rapidly from a 
small volume to one of moderate size, 
with good prospects of continuing the 
present rate of business after the war, 
now employs 200 persons. The only 
fidelity protection carried is a $25,000 
Individual Fidelity Bond on the Treas- 
urer. The manufactured product is 
small in size, valuable and readily 
salable. The manufacturing company 
believes the present fidelity protec- 
tion is inadequate, but is undecided 
whether it should remedy the situation 
by means of a $25,000 primary Com- 
mercial Blanket Bond or a $25,000 
Blanket Position Bond. Compare these 
two contracts for the ‘““H’’? Manufac- 
turing Company so that they will 
understand wherein the two contracts 
are: 

(a) similar, and 

(b) dissimilar, with respect to the 
following: 

(1) kinds of acts covered, 

(2) type of property covered, 

(3) Property specifically ex- 
cluded, 

(4) maximum liability for a 
single loss, 

(5) need for a retroactive resto- 
ration rider. 


A. (a & b) In answering this question 
parts (a) and (b) are combined for each 
of the five comparisons. (1), (2) and (3) 
are similar and (4) and (5) dissimilar. 
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(1) The kinds of acts covered are the 
same under both bonds, namely, fraud, 
dishonesty, forgery, theft, wrongful ab- 
straction, wilful misapplication and any 
other dishonest or criminal act or acts 
committed by an employee alone or in 
collusion with another. 

(2) The type of property covered under 
both bonds is the same, namely, money, 
securities, merchandise or other prop- 
erty owned or held by the obligee or for 
which the obligee is legally liable. 

(3) There is no exclusion in either 
blanket bond as to property covered. As 
indicated in (2), the property includes 
that owned by the obligee or that for 
which he is responsible. 

(4) Under the Commercial Blanket 
Bond the penalty named in the bond is 
the maximum for any single loss regard- 
less of the number of persons involved, 
while under the Blanket Position Bond 
the penalty named in the bond is avail- 
able for each identifiable person in- 
volved in the loss. Therefore, the maxi- 
mum liability under the latter for a 
single loss is: Number of employees X 
penalty. Thus in the example if it were 
possible for each of the 200 employees to 
be short $25,000 at the same time, the 
insurance company’s maximum liability 
would be 200 X $25,000 or $5,000,000. 

(5) Under the Commercial Blanket 
Bond the payment of any loss decreases 
the penalty of the bond by the amount 
of the loss, from the date of the loss. The 
amount of coverage thereafter available 
is the penalty less the loss. Therefore, 
retroactive restoration is needed to re- 
store the original amount of coverage 
back to the original effective date. Since 
May 19, 1945 both retroactive restora- 
tion and waiver of restoration premium 
have been available on all Commercial 
Blanket Bonds at no cost — whereas be- 
fore that date an additional premium 
was charged for the attachment of these 
riders. 

Under the Blanket Position Bond 
there is no need for retroactive restora- 
tion, since each employee is covered for 
the face of the bond, and a loss payment 
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decreases the liability with respect to the 
defaulting employee only. 


Q. A summary balance sheet for 
the ‘J’? Insurance Carrier for two 
successive years is shown on page 53. 

(a) If the information is sufficient 
to identify the type of carrier or insur- 
ance organization to which it pertains, 
indicate its type and the reasons that 
certain features enabled you to iden- 
tify it. 

If the information is inadequate for 
identification purposes, indicate with 
reasons, the minimum additional bal- 
ance sheet information needed in 
order to identify it. 

(b) If the above information is 
sufficient to identify the principal kind 
of insurance written by this carrier, 
indicate it and state with reasons the 
identifying features. 

If the information is inadequate for 
identification purposes, indicate with 
reasons, the additional balance sheet 
information needed to identify it. 


A. (a) Although the surplus is not 
earmarked for policyholders, this com- 
pany is definitely not a proprietary, or 
stock company, or its liabilities would 
include a capital stock item. It must, 
therefore, be a cooperative enterprise. 
Apparently this is a mutual company 
because a state fund probably would not 
maintain as large a surplus as this state- 
ment shows and typical reciprocals are 
smaller than the issuer of this statement. 

(b) The high loss reserves contrasted 
with the lower unearned premium re- 
serves identify this company as a casu- 
alty carrier. (Ordinarily fire and marine 
reserves would be the opposite.) These 
characteristics of a casualty company 
arise from the fact that their loss pay- 
ments are frequently extended over a 
considerable period on a weekly or 
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monthly instalment basis and most of 
the business is for one year only. (In fact 
the ratios are so extreme as to suggest 
that this company specializes in Work- 
men’s Compensation Insurance.) 

Other items tend to confirm the above 
conclusion because the wider variation 


ASSETS 


RITE SI et ry as Pear 


LIABILITIES 
Reserve for unpaid losses... . 


Unearned premium reserves................ 


SRE PE Aare 
Contingency reserve 
Other liabilities........... 
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in loss ratios of fire and marine com- 
panies leads them to establish a higher 
ratio of surplus than casualty companies. 
Also the fire and marine companies 
normally have a greater percentage of 
their investments in stocks and less in 
bonds than is shown on this statement. 


Year I Year II 
$(000,000 $(000,000 
omitted) omitted) 

ne 2 - 
e 4 Dy 
ee ee 7. (cost 7.2) 7.3 (cost 7.4) 
aia eu -6 (cost .7) .7 (cost .8) 
ee 4 2 
cucu oe a 
ean . ay 
$10.0 $10.0 
ae 4.8 4.4 
1.5 1.3 
oi 2.2 2.6 
eee 4 5 
ee 1.2 
$10.0 $10.0 





Q. Refer to the statement of assets 
and liabilities given in Question No. 
10. 

(a) Describe briefly the customary 
State Insurance Department regula- 
tion that accounts for the difference 
between the cost figures and the state- 
ment figures for bonds and stocks. 

(b) Has the financial position of 
this carrier improved in Year II? Cite 
the evidence to support your con- 
clusion. 

A. (a) The customary state insurance 
law permits companies to carry their 
bonds on an amortized (at the effective 


yield rate when purchased) basis if they 
were purchased at a price other than 





par and in case of default the insurance 
department may set the value. There- 
fore, cost and statement figures may 
differ by a considerable amount. 

Stocks are customarily carried at 
actual market value (end of year) or 
fair values as determined by insurance 
departments and they are not likely to 
coincide with cost figures. So-called 
convention values as adopted by the 
National Association of Insurance Com- 
missioners are ordinarily used. The dis- 
cretionary power of a commissioner per- 
mits some flexibility when current 
market values are deemed to be upset 
temporarily. 

(b) The financial position of this car- 
rier improved in Year II because the 
surplus to policyholders which is made up 
of the Surplus and Contingency reserve 
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has increased from $2,600,000 to $3,- 
100,000, while the reserve for losses plus 
the reserve for unearned premiums has 
decreased from a total of $6,300,000 to 
a total of $5,700,000. The decrease in 
these two reserves shows either a reduc- 
tion in premium volume or a reduction 
in losses, or both. This, coupled with an 
increase in surplus and no radical change 
in the assets, indicates an improvement 
in the financial position of the carrier. 
(This assumes there is no unhealthy, 
hidden cause of change.) 

Q. “The requirement of an un- 
earned premium reserve has no mean- 
ing unless the state has the right to 
determine whether or not rates are 
adequate.”’ 

(a) Explain (by means of an illus- 
tration) how the method of calculating 
unearned premium reserves as pre- 
scribed by typical state insurance 
regulations is responsible for the 
quoted statement. 

(b) Assuming rates are adequate, 
under what circumstances will the 
methods of calculation described in 
your answer to (a) produce: 

(1) A higher reserve requirement than 
the sum of the individual policy re- 
serves? y 

(2) A lower reserve requirement than 
the sum of the individual policy re- 
serves? 

A. (a) A typical state insurance law 
provides that in calculating the un- 
earned premium reserve the insurance 
department shall charge 50 percent of 
premiums written upon all unexpired risks 
that have one year or less to run and a 
pro rata on risks having more than one 
year to run, The significant feature of 
such a requirement lies in the fact that 
the appropriate fraction is applied to 
premiums written (with proper adjustment 
for returned premiums and expired 
risks). 
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Thus if the premiums written amounted 
to $100,000 for unexpired risks having 
one year or less to run, the insurance de- 
partment would require $50,000 as the 
unearned premium reserve. If, however, 
the rate of premium on this same busi- 
ness had been fixed so low that it would 
have produced only $80,000 of written 
premium, the reserve would be $40,000; 
yet the future liability of the company 
for losses and expenses would have re- 
mained the same for both cases. 

Therefore, if a state cannot determine 
the adequacy of rates, the “appropriate 
fraction” might be applied to “‘written 
premiums” that are wholly inadequate, 
thus making the reserve calculation a 
meaningless formality. 

(b) 1. The 50 percent or annual pro 
rata fraction rule assumes that the pre- 
miums are written at a uniform rate 
throughout the year or, on the average, 
at the middle of the year. An individual 
policy reserve is calculated from date of 
issuance, for the unexpired portion of the 
premium on each risk. Therefore, when 
the bulk of the premium is written dur- 
ing the early part of the year the method 
of calculating the premium described in 
the answer to part (a) will produce a 
higher reserve requirement than the sum 
of the individual policy reserves. 

2. For the reasons just explained in 
the answer to (b) 1 the reserve require- 
ment will be lower than the sum of the 
individual policy reserves when the bulk 
of the premium is written in the latter 
part of the year for which the reserve 
calculation is made. 


Q. (a) Explain the difference be- 
tween the franchise and the deductible 
principle as used in the settlement of 
insured losses. 

(b) Why are these principles used 
in loss settlements? 

(c) Are either, neither, or both cus- 
tomarily applied in the following: 

(1) Weekly benefits in Commer- 
cial Accident & Health in- 
surance, 
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(2) Credit insurance, 

(3) Personal Property Floater, 

(4) Ocean Marine cargo, 

(5) Fire insurance (residence)? 
Explain with reference to each. 


A. (a) A “franchise”. provides that a 
loss shall not be paid unless it reaches a 
certain amount (either in dollars or in 
terms of percentage to value), in which 
case it is paid in full. Thus the ocean 
marine franchise provision usually reads 
‘free of particular average unless 
amounting to 5 (or some other) per- 
cent.” This means that a partial loss is 
paid only if it exceeds the stated per- 
centage of the value, but in that event it 
is paid in full. 

A “deductible” provides that a spe- 
cific sum or percentage shall be de- 
ducted from the amount of each loss. 
Thus a $25 deductible means that on a 
$24 loss nothing is paid; on a $26 loss 
$1 is paid. For the same losses a $25 
franchise means that nothing would be 
paid on the $24 loss, but the $26 loss 
would be paid in full. 

(b) These principles are used for sev- 
eral reasons: 

1. To reduce cost of insurance by 
placing on the insured the burden of 
small losses which are troublesome and 
expensive to handle. 

2. The point just mentioned also 
means that the clauses operate to keep 
insurance performing its proper func- 
tion. Insurance is a method of trans- 
ferring the risk of substantial, unpre- 
dictable, fortuitous losses to a risk-bearer 
in consideration of a premium which 
represents (in theory) average loss costs 
for a homogeneous group of exposure 
units plus an expense loading. It is not 
intended that insurance cover small, 
almost certain, highly frequent losses 
which are a part of the routine cost of 
existence or of doing business. 

3. By ruling out small losses the car- 
rier avoids many “illegitimate” or “‘ nui- 
sance”’ claims for loss not actually caused 
by an insured hazard but which are too 
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small to be worth investigating or argu- 
ing about. 

4. It is claimed by some that de- 
ductibles (and to some extent franchises) 
are a factor in increasing care and re- 
ducing the moral hazard on the part of 
the insured, consequently reducing the 
number and size of claims for which the 
carrier is actually liable. 

(c) The applicability of deductible 
and franchise clauses is as follows: 

1. Commercial Accident and Health: For 
accidents this insurance usually pays a 
weekly benefit with neither clause opera- 
tive. However, there is likely to be a 
waiting period in the health coverage 
which in principle is a deductible clause 
intended to eliminate the short period 
illness. Minor illness is highly probable 
and claim expense disproportionately 
costly. A waiting period with retroactive 
benefits is sometimes used on health 

licies and is an application of the 
ranchise principle. 

2. Credit insurance: The deductible 
— ordinarily is applied in the 
orm of a stipulated percentage deduc- 
tion (referred to in the contract as 
co-insurance) from each eligible loss. It 
is also used when another percentage 
(based on sales) known as “‘ normal loss”’ 
is deducted from the total amount of 
insured losses. 

3. Personal Property Floater: This in- 
surance ordinarily has a deductible 
clause aimed primarily at carelessness. 
It does not exclude loss caused by some 
of the common hazards where moral 
hazard is relatively low, such as fire, 
explosion and windstorm. 

4. The Ocean Marine Cargo policy com- 
monly has a franchise clause with the 
preg fixed to fit the circumstances. 

f the insured cargo is subject to an 
almost certain minimum of damage the 
contract also may contain a deductible 
feature. 

5. Ordinarily neither clause applies to 
Fire insurance for a private residence. The 
exceptions are special clauses such as the 
34 loss clause or 24 vacancy clause used 
on policies covering unprotected or ex- 
tremely hazardous risks. 
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Q. (a) “The ‘net retention’ by the 
direct writing company is one of a 
reinsurer’s most important underwrit- 
ing safeguards.” Explain fully the 
significance of this statement and indi- 
cate with reasons the extent to which 
it is applicable to: (1) open treaty 
reinsurance, (2) automatic share rein- 
surance. 

(b) A thief stripped “‘E’s” car of 
all the tires. The Ration Board refuses 
‘F’s” request for tires, whereupon ““E” 
informs the insurance company, which 
issued his Standard Automobile Pol- 
icy, that his car is useless to him and 
therefore: (1) they should pay him for 
loss of use until he can get tires, or (2) 
he will abandon the car to them if they 
will pay the valued amount stated in 
the policy. 

Can “E” insist on either (1)? or 
(2)? Describe fully the policy terms on 
which you base your conclusions. 


A. (a) The “‘net retention” is the 
amount or proportion of risk which 
the“ direct writing company” carries for 
its own account. The larger the “net 
retention” the more care the originating 
company will exercise in the selection of 
risk, form of policy, and rate of premium. 
This benefits the reinsurer. It is also 
customary for the “originating com- 
pany” to have final decision as to 
whether or not a loss will be paid, and 
the amount. With a substantial self- 
interest this privilege will be cautiously 
exercised. It is also reasonable to suppose 
that more extensive loss prevention ef- 
forts will result. 

Although the policy terms and limits 
of liability of the reinsurer are predeter- 
mined for all risks submitted under an 

“open treaty,” the direct writing com- 


pany is not compelled by the treaty to give 
up any of the risk to the reinsurer. his 

enables the direct writing company to 
exercise discretion whether or not it will 
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submit a risk for reinsurance. Therefore, 
it is likely to retain fully, the choicest 
risks, and the “net retention” is effective 
only on those where it has doubt. 

Like open treaty reinsurance, auto- 
matic share reinsurance has its policy terms 
and conditions predetermined, but it 
also provides that whenever the direct 
writing company assumes a risk within 
the terms of the treaty the reinsurer 
automatically gets a fixed percentage of 
it. In this case the “net retention” is 
fully effective for every risk eligible 
under the reinsurance treaty, and no 
adverse selection against the reinsurer is 
possible. 

(b) “*E” cannot insist on either (1) 
or (2). Under the terms of the standard 
policy the insurer may pay any loss in 
money and the limit of the liability is 
the actual cash value (at the time of the 
loss) of the part that has been stolen. 
Therefore “‘E” is not in a position to 
compel the company for pay for Joss of 
use “until such time as he can get tires.” 

Moreover the insured cannot compel 
the company to take the balance of the 
car and pay its value, the policy terms 
specifically deny privilege of abandon- 
ment. 


Q. The basic formula in the cal- 
culation of automobile liability insur- 
ance rates is: 


Pure Premium 





Gross Premium — Expense Loading 


(a) Define “pure premium.” 

(b) In making private passenger 
car automobile liability rates, explain 
what is meant by a “‘rate level” factor 
and show how it is used in the deter- 
mination of the “formula pure pre- 
mium.” 

(c) What costs are included in the 
item “expense loading?” 

(d) Why is the current method of 
handling “expense loading” frequently 
criticized? Explain specifically. 
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A. (a) Pure premium is the loss cost 
per unit of exposure for any risk classifi- 
cation. It is found by dividing total 
losses by the applicable units of exposure. 
For example, in workmen’s compensa- 
tion insurance the losses are divided by 
$100 of total payroll; in automobile 
liability insurance the losses are divided 
by the applicable number of cars. 

(b) -A “rate level factor” is a mul- 
tiplier applied to loss experience or to 
pure premiums to bring these to the 
general level cost indicated for the period 
in which the new rates are to be applied. 
Pure premiums are based on past ex- 
— some of it relatively remote. 

ence the need to assure that cost trends 
are taken into account. 

Thus in automobile liability insur- 
ance the base period for rate-making 
purposes covers five years statewide ex- 
perience. On the assumption that the 
experience of the latter part of this 

iod is the more reliable measure of 
the general level of costs for the period 
of rate application, average pure pre- 
mium for all cars for the entire period 
is divided into the average pure premium 
for all cars for the last two years of the 
period. The multiplier thus derived is 
applied to the average pure premium 
for the base period in any territory and 
produces a base period pure premium, 
corrected for loss cost trend. This figure 
is then eligible to be used in the selection 
of the formula pure premium. The 
‘“‘formula pure premium” is the middle 
figure of the following: 


1. The pure premium for the basic 
five-year period (adjusted to rate 
level) as described above. 

2. The pure premium representing 
the two most recent years. 

3. The pure premium in the rate 
currently charged. 

(c) The following costs are included 

in the “expense loading”: 
1. Acquisition 
2. Inspection 
3. Taxes 
4. Unallocated claim expense 
5. Administrative costs 
6. Contingencies. 
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(d) The current method of handling 
expense loading is criticized because it 
allows the same percentage of loading 
regardless of size of premium. This is 
unfair because some of the expense 
items, such as administrative costs do 
not vary proportionately with pure pre- 
mium. Also it is frequently maintained 
that acquisition costs should be de- 
creased as size of risk increases, since to 
close a deal does not require added effort 
in proportion to size of premium. A flat 
percentage of gross premium does not 
allow for these conditions and therefore 
gives a low pure premium an unfair 
advantage and vice versa. 

Recognition of this problem and a 
step toward its solution is found in the 
retrospective rating plans in Workmen’s 
Compensation Insurance. 


Q. In 1944 industrial accidents for 
two industries show the following: 


Frequency Severity 

Rate Rate 
Industry A....... 12.90 1.32 
Industry B...<..... 14.05 AY 


(a) From these data explain why 
you can or cannot determine which 
industry would have the higher work- 
men’s compensation insurance rate. 
(Assume all other rate influencing 
factors are equal.) 

(b) On which of the above rates 
does the “Heinrich technique” for 
accident prevention concentrate? Ex- 
plain fully the reason behind this. 


A. (a) If all other rate influencing 
factors are the same, industry “A” 
should have the higher compensation 
rate, because it has the higher accident 
“severity” rate (days lost per 1000 
man-hours exposure). Industry ‘‘A’s” 
severity rate is 1.32 and “‘B’s” is .75, 
therefore Industry “A” has approxi- 
mately 75 percent more days (of dis- 
ability) lost per 1000 man-hours worked 
(payroll hours) than Industry “B.” 
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The basic element in making com- 
_— rates is the pure premium. 

he pure premium is losses divided by 
hundreds of dollars of payroll. If Indus- 
try “A” has 75 percent more days of 
disability (without adjustment for wait- 
ing period) per unit of exposure and all 
other rate influencing factors are equal, 
then the final compensation rate for 
‘A” should be higher. 

(b) The “Heinrich technique” con- 
centrates on the “frequency rate.” 

Heinrich assails the common method 
of tabulating “‘causes” of loss as being 
merely the immediate physical factors 
involved. He maintains that there is an 
underlying real cause of loss which can 
eventually be traced to man failure or 
machine failure (usually the former). 
Heinrich prefers a cause analysis of all 
accidents defined as: sudden, unex- 
pected, unplanned occurrences — 
whether or not they resulted in physical 
injury. Then he tackles the problem of 
analysis from frequency figures which 
are the number of injuries per 1,000,000 
man-hours worked. 

He considers injuries as the natural 
and inevitable product of a volume of 
accidents, and the severity of injury as a 
matter largely of chance. Therefore he 
concludes that if you reduce the fre- 
quency the number of serious injuries 
will also go down. 


Q. A national plan for checking 
automobile brakes was inaugurated 
because automobile deaths and in- 
juries caused serious interference to 
the war effort. 

(a) In measuring by states the re- 
sults of this campaign, on what class 
of accident statistics will safety au- 
thorities have to rely? Why? 

(b) With reference to the class of 
accident statistics referred to in your 
answer to (a), outline four possible 
methods by which the various states 
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could be ranked in order to show their 
relative auto safety status. 


A. (a) In measuring the results of 
the campaign principal reliance will 
have to be placed upon fatal accident 
statistics because these are the only kind 
that are reported consistently in a large 
number of states. 

(b) In ranking the various states, the 
number of deaths could be related to one 
or more of the following: 

1. Gasoline consumption interpreted 
on a vehicle-mile basis. The average 
number of miles obtained per gallon of 
gasoline can be estimated reliably. 
Therefore, if gasoline used by automo- 
biles can be segregated from other gaso- 
line consumption, the number of miles 
traveled by all vehicles can be derived. 
Perhaps this is the most significant meas- 
ure of exposure that can be obtained. 

2. Car registrations (including trucks). 
This measures the hazard per car and 
affords an approximate comparison of 
the risk in different states. 

3. Population. Deaths per unit of 
population show the absolute extent of 
the hazard and have considerable com- 
parative value with other causes of 
death, which commonly are expressed in 
terms of population. 

4. Absolute number of automobile 
deaths. This is the most readily available 
and the least satisfactory because it 
bears no relation to the exposure. 


Q. “In property and casualty in- 
surance the use of ‘insurance surveys’ 
has been growing rapidly. However, 
they should not be used unless an 
agent gives careful attention to the 
appropriate sales strategy and sales 
presentation.” 

(a) Distinguish between sales strat- 
egy and. sales presentation. 
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(b) In what respects, if any, would 
an “insurance survey” simplify the 
problem of: 

(1) sales strategy? 
(2) sales presentation? Be 
specific. 

(c) In what ways, if any, does an 
“insurance survey” complicate the 
problem of: 

(1) sales strategy? 
(2) sales presentation? Be 
specific. 


A. (a) Sales strategy is the planning of 
the interview from approach to close and 
includes needs, obstacles and solutions. 
This means the agent must assemble 
information about the prospective in- 
sured, his business, and his financial 
condition. The hazards to which the 
prospect is exposed must be ascertained 
and analyzed. The forms of coverage best 
adapted to the needs and the methods of 
presenting them convincingly and at- 
tractively must be determined. An inter- 
view must be arranged at a time when 
the prospect will be in a position to give 
attention and uninterrupted thought to 
the proposals. 

Sales presentation is the act of putting 
before the prospect the facts concerning his 
need for the insurance recommended, in 
such a manner as to awaken his interest 
and convince him of the need for acting 
favorably on the agent’s proposals. 

(b) An insurance survey simplifies the 
sales strategy principally because it forces 
one to attack a sales problem methodi- 
cally and completely before he can make 
a presentation. This in turn permits a 
great deal of standardization in the 
treatment of wants, obstacles and solu- 
tions. 

The sales presentation is simplified pri- 
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marily because the plan has been blue- 
printed. The analysis is in written form 
so that the agent has a definite proposal 
to present and a definite sequence of 
points to follow. Moreover, the prepara- 
tion of the survey has familiarized him 
with the risk to such an extent that he 
‘knows the answers” and can discuss 
the risk with intelligence and confidence. 

(c) An “insurance survey” may com- 
plicate the sales strategy since it is an all- 
enveloping plan. Strategy in connection 
with an insurance survey usually covers 
all the insurance needs of the assured, 
while ordinary sales strategy may be 
limited to the kind of insurance which 
the agent wishes to emphasize. 

In undertaking an insurance survey 
the agent assumes a moral responsibility 
of great proportions. He holds himself 
out to be a professional insurance adviser 
and must be competent to cover all 
features of the insured’s needs. He must 
secure sufficient information from the 
prospect to be able to diagnose his need 
for insurance. He must look over the 
many policies and do much work on 
which the chance of his receiving reim- 
bursement by new business is problemat- 
ical. 

The sales presentation of an insurance 
survey is complicated by its length. To get 
sufficient time in which to do credit to a 
substantial survey and still be able to 
interest the prospect in filling his insur- 
ance needs is difficult. 

In order to properly serve his prospect 
and protect himself, the agent must 
touch upon all the recognized exposures 
and insurance needs. The presentation 
and explanation of many ideas may be 
confusing to the prospect and make 
concentration difficult. However, this 
disadvantage may be dispelled by im- 
pressing the prospect with the thorough- 
ness and accuracy of the survey and the 
purpose behind it. 








“The Customers Always Write” 


ATE LAST FALL the Association of Casualty and Surety Executives 
published a booklet, “In the Public Service,” which briefly 
described what the Association is and what it does. We would like 
to print in our Field Forum all of the comments we have received 
regarding it, but lack of space prevents. Brief excerpts follow. 


I have continually followed your vari- 
ous publications with considerable in- 
terest but I think your recent publica- 
tion, “In the Public Service,” is very 
timely and exceedingly constructive. 
Like several of my colleagues who have 
been favoured with your publication, 
there has always been a question in my 
mind as to the set directing your or- 
ganization and full scope of its activities. 
I think your publication just to hand 
answers many of these questions. I would 
like to congratulate you and your asso- 
ciates on this publication. 

Epwin Cutts 

Managing Director 

Phelan & Company Limited 
Montreal, P. Q. 


The attractiveness and completeness 
of the publication of your organization 
entitled “In the Public Service” is a 
very valuable contribution to many of us 
who have been recipients of the out- 
standing service offered by the Associa- 
tion of Casualty and Surety Executives. 





We in the safety field have received so 
much constructive assistance in all 
phases of accident prevention that I 
want to add my congratulations to you 
and your organization for telling the 
story as concisely and effectively as it 
has been told. 

A. V. RoHWEDER 

President 

Minnesota Safety Council 

Duluth, Minn. 


This pamphlet is excellently arranged, 
and the information conveniently pre- 
sented, It should serve well to make 
known the extent of the facilities of your 
Association and the wark upon which it 
is engaged, many phases of which touch 
directly upon the public interest. The 
pamphlet certainly enlarged my under- 
standing of the scope of such facilities. 

W. E. Boortz 

Chief Counsel 

U. S. Employees’ 
Compensation Commission 
New York, N. Y. 
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This is a splendidly prepared pam- 
phlet and I am glad to have it. 

Ernest L. Bamtey 

Commissioner 

State Road Commission of West Va. 

Charleston, West Va. 


I have read this booklet with a great 
deal of interest and I want to compli- 


I think the fact I noted particularly 
was that the National Conservation 
Bureau is primarily a safety group de- 
voted solely to accident prevention. 
That makes us feel that we are very 
closely united in our objective, and ex- 
plains why we have always felt that you 
were really interested in our program 
rather than having some axe to grind. 
At least you have a safety guard on the 








ment you on the 
manner in which 
the material is set 
forth. 

Joun W. Downs 
General Counsel 
Insurance 
Federation of Mass. 
Boston, Mass. 


I have read the 
booklet with a great 
deal of interest and 
am happy to file it 
with my treasured 
documents. 

Joz M. Moore 

Greenville, Tex. 


I have just fin- 


ished reading your 
interesting booklet 





M”* I TAKE this oppor- 
tunity to congratulate 
you on the splendid job which 
you did on your booklet en- 
titled, “In the Public Serv- 
ice.” I have read it carefully 
and feel that it has the com- 
plete dignity, full explanation 
and attractive presentation 
which bulletins from the vari- 
ous trade associations in the 
insurance business should 
have. I am making it available 
to some of my students in in- 
surance, so that they can be- 
come better acquainted with 
the activities of the Association. 
LAURENCE J. ACKERMAN 
Dean 
School of Journalism 
University of Connecticut 
























grindstone. The en- 
tire booklet is well 
written and gives a 
very comprehensive 
idea of the working 
of the Association of 
Casualty and Surety 
Executives. 

R. H. RicHarpson 
Department of 
Roads and 
Irrigation 

Lincoln, Neb. 


“In the Public 
Service” is worthy 
of perusal and por- 
trays a policy based 
on a high sense of 
social consciousness. 
This little publica- 
tion will serve me 
as a valuable hand- 








entitled ‘‘In the 
Public Service.” It 





book since it places 
at my disposal in- 








is well prepared in 
plain language and certainly sets forth 
your principal activities and purposes 
clearly. Frankly, while I have read 
many of the articles in your JouRNAL 
and have had considerable correspond- 
ence with your organization, I had no 
idea until now of the comprehensive and 
excellent work that you are doing. 
Luke J. KAVANAUGH 
Commissioner of Insurance 
Denver, Colo. 





formation concern- 
ing resources which are needed in meet- 
ing some of our major problems, I refer 
particularly to the Education Division of 
your Bureau of National Conservation. 
It is my belief that this publication will 
be conducive to advancing the purposes 
of your association. 
Joun Frep WILLIAMS 
Superintendent Public Instruction 
” Department of Education 
Frankfort, Ky. 








I am astounded by the many fields of 
activities your organization is rendering 
to your members and to the valuable 
service contributed to many safety or- 
ganizations public and private. The pub- 
lication and distribution by the bureau 
of safety material from your Engineering 
Department in the circulation of definite 
advice and procedure to accomplish the 
desired safety objective has been very 
much appreciated by those in search of 
assistance in the safety field. You can 
be very proud of the detail material 
contained in your booklet and feel 
assured that we in the safety game look 
to your organization who are leaders in 
the field for your valuable assistance 
from time to time. 

GeorceE H. Hiti 
Manager 

Worcester Safety Council 
Worcester, Mass. 


This pamphlet is very informative and 
I am passing it on to the various super- 
visors of this department for their in- 
formation. 
O. M. Howarp 
Commissioner of Revenue 
Commonwealth of Kentucky 
Frankfort, Ky. 


The publication was mentioned dur- 
ing the recent convention of the Inter- 
national Association of Industrial Ac- 
cident Boards and Commissions, held at 
Winston-Salem, N. C., as a very worthy 
one. 

G. AtiLes Moreu 

Manager 

Fondo del Seguro del Estado 
San Juan, Puerto Rico 


I shall certainly keep this description 
of the work of The Association on file as 
I consider it a very full and complete 
description of the valuable services you 
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render to the cause of good casualty and 
surety underwriting. 
Homer W. TEAMER 
Secretary-M anager 
Insurance Federation of Pa. 
Philadelphia, Pa. 


I have found the booklet extremely 
interesting. Until now I had no idea 
of the scope of the work carried on by 
the Association. 

GerorceE W. ZEIGLER 

Chief Inspector 

Motor Vehicle Department 
Trenton, N. J. 


You are to be congratulated on the 
format and general make-up of the book- 
let, ‘‘In the Public Service,” which at- 
tractively presents the scope and objec- 
tives of the private carriers. 

B. A. ZIMMER 

Director 

Division of Labor Standards 
U. S. Department of Labor 
Washington, D. C, 


“In the Public Service” is a top flight 
publication and particularly the section 
about the National Conservation Bu- 
reau. The whole thing is concise, in- 
formative and certainly on the plus side 
for the insurance industry. 

NormMAN Damon 

Vice President 

Automotive Safety Foundation 
Washington, D. C. 


Last night in the peace and quiet of 
my hotel room I read your monograph 
“In the Public Service.” It was very 
well done. 

Rosert E. Dineen 
Superintendent of Insurance 
State of New York 
New York, N. Y. 


























RosBert M. Bassitt, JR., was elected 
assistant vice president of Joyce & Co. 
in 1945, having been with that organiza- 
tion since 1939. He was graduated in 
1926 from the University of Illinois with 
an A.B. degree. Shortly thereafter, he 
went with the home office of the Zurich 
Insurance Co. During 1944 and 1945, he 
was president of the Society of Char- 
tered Property and Casualty Under- 
writers, of which he is a director. He is 
also a trustee of the American Institute 
for Property and Liability Underwriters, 
Inc., and chairman of the Chicago 
Educational Committee and instructor 
for C.P.C.U. review courses sponsored 
by the Chicago chapter of the society. 
(Sales Opportunities for Burglary, Theft and 
Robbery Insurance, page 23.) 
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Hucu D. Coss is vice president of the 
United States Fidelity and Guaranty 
Company. He is a graduate of St. 
Lawrence University (LL.B.). For 9 
years he was general superintendent of 
claims in the New York office of the 
U.S.F. & G. and was transferred to the 
Baltimore office in 1932. Member: Bar 
of New York and Maryland. His latest 
previous article in THE JouRNAL, 
“Women Are Here to Stay,” appeared in 
the April, 1945, issue. (Claim Men and 
Public Relations, page 13.) 


ALBERT C. DEIssEROTH is a local agent 
at Syracuse, N. Y. He entered the insur- 
ance business in 1921, opening his own 
office in 1932. He is a past president of 
the Syracuse Underwriters Exchange 
and is at present executive vice presi- 
dent of the New York State Association 
of Local Agents, in which he heads the 
veteran rehabilitation committee; chair- 
man of the safety division of the Syracuse 
Chamber of Commerce; councilman-at- 
large in that city, and vice president of 
the Insurance Federation of New York. 
(Education — Road to Success, page 35.) 





The Casualty and Surety Journal 


SPONSOR. Published by the Association of 
Casualty and Surety Executives, under the 
direction of its Public and Agency Relations 
Committee, for those interested in casualty 
insurance (liability, automobile, accident, bur- 
glary, boiler and machinery insurance, etc.) and 
caret yuhip (bonding). Seventh year of publica- 
tion. 


PURPOSE. To promote the sale, and further 
the appreciation, of stock company coverages; 
and to publicize the activities of the Association 
that are carried on in the interests of the public, 
member companies and their representatives. 


SUBSCRIPTION. Representatives of member 
companies receive the Journat by courtesy of 
= or more of our members, through whose 
ration its publication is made possible. 
‘Additional subscriptions for such persons may 
be entered at a cost of $1.00 a year. (Be sure to 
state member company affiliation; see list on 
inside back cover.) To all others interested, 
$1.50. Orders for N.Y.C., add 1% for sales tax. 


OPINIONS. Authors have been invited to 
express their own personal opinions which are 
not necessarily always those of the Association. 


SCHEDULE. Published monthly throughout 
the year, except for a combined June-July 
issue and a combined August-September issue. 
OFFICES. Editorial and circulation, 60 John 
Street, New York 7, N. Y. Publication office, 
Concord, N. H. (Advertising i is not accepted.) 


CHANGE OF ADDRESS. Six weeks are re- 
quired for change of address to take effect. 
Please be sure to give old as well as new address. 


REPRODUCTION. Original material appear- 
ing in our columns may be reproduced without 
specific permission, if the usual credit is given. 


COPYRIGHT. The entire contents of the 
JourNaL are copy —— 1946, by the Associa- 
tion of Casualt Surety Executives, N.Y.C, 
Title register bs the U. S. Patent Office. 











Martin W. Lewis has been president of 
the Towner Rating Bureau since Janu- 
ary, 1938. Associated with the National 
Surety Company from 1912 to 1923, he 
had become superintendent of the fidel- 
ity department before he left to accept 
the position of assistant manager of the 
Rating Bureau. He held that office until 
his promotion to the presidency. (Loss 
Cycle-Fidelity and Surety, page 1.) 
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A. B. Nickerson is vice president and 
in charge of the casualty operations 
of the Maryland Casualty Company. 
One of the veterans of the Maryland’s 
organization, Mr. Nickerson came with 
the company in 1909. He has had wide 
experience in all stages of casualty insur- 
ance and for 19 years prior to his election 
as vice president in December, 1944, 
was manager of the automobile depart- 
ment. (Miscellaneous Liability Lines are 
Often Overlooked, page 43.) 
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Dr. HERBERT J. STACK is director of New 
York University’s Center for Safety Edu- 
cation, which is supported by grant from 
the Association of Casualty and Surety 
Executives. Recipient of a doctor’s de- 
gree from Columbia University, he has 
taught there as well as at Pennsylvania 
State College, the University of Pitts- 
burgh and Rutgers University. Formerly 
director of the education division of the 
National Bureau of Casualty and Surety 
Underwriters. Widely known as a lec- 
turer and has written or edited 12 books 
for use in public schools and colleges. An 
article by Dr. Stack on the same subject 
appeared in the April, 1945, issue of THe 
Journat. (Careers In Safety, page 5.) 
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Credits. Photographs: Pages 13, 17, 31, 32, 
33 and bottom of 34 from Acme News- 
pictures, Inc.; pages 5 and top of 34 
from Bauer-Cotterell, Philadelphia. Art 
Work: M. J. Kopsco, A. McWilliams 
and Horace T. Elmo. 





A Lot in a Few Words 


Mayor David L. Lawrence of Pittsburgh summed up the social and 
economic importance of insurance in less than a hundred words in his proc- 
lamation declaring March 4 “Insurance Day” in the metropolis at the 
western end of Pennsylvania. His complete proclamation said: 

Whereas, the insurance industry plays a most important part in the gen- 


eral economy of this nation; and, 


Whereas, the City of Pittsburgh is an insurance center of important stand- 


ing; and, 


Whereas, the use of insurance promotes the security and economic welfare 


of all our people; and, 


Whereas, it is only fitting that at some time during each year we recognize 
the value to our society and to our system of free enterprise which is con- 
tained by our far-flung insurance system; 

Now, therefore, do I proclaim March 4, 1946, as Insurance Day and I urge 


all our people to mark the day with appropriate ceremonies. 
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Representatives receive the JOURNAL by courtesy of one or more of the following 
member companies, through whose cooperation its publication is made possible 


Accident & Casualty Insurance Co. of Winterthur, Switzerland 
Aetna Casualty and Surety Company American Bonding Company of Baltimore 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Re-Insurance Company American Surety Company. of New York 
Bankers Indemnity Insurance Company 
Car and General Insurance Corporation, Ltd. 


Carolina Casualty Insurance Company Century Indemnity Company 
Columbia Casualty Company Commercial Casualty Insurance Company 
Connecticut Indemnity Company Eagle Indemnity Company 


Employers’ Liability Assurance Corporation, Ltd. 
Employers Reinsurance Corporation 
European General Reinsurance Company, Ltd. 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland Fireman’s Fund Indemnity Company 
General Accident, Fire & Life Assurance Corp., Ltd. 


General Reinsurance Corporation Glens Falls Indemnity Company 
Globe Indemnity Company Great American Indemnity Company 
Guarantee Insurance Company Hartford Accident and Indemnity Company 


Hartford Steam Boiler Inspection & Insurance Co. 
Home Indemnity Company Indemnity Insurance Company of North America 
Insurors Indemnity and Insurance Company 
London Guarantee and Accident Company, Ltd. 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 


National Surety Corporation New Amsterdam Casualty Company 
New England Casualty Insurance Company 

New York Casualty Company Norwich Union Indemnity Company 
Ocean Accident and Guarantee Corporation, Limited 

Pacific Indemnity Company Phoenix Indemnity Company 
Preferred Accident Insurance Company of New York 

Royal Indemnity Company Saint Paul-Mercury Indemnity Company 

Seaboard Surety Company Standard Accident Insurance Company 
Standard Surety & Casualty Company of New York 

Sun Indemnity Company Travelers Indemnity Company 

Travelers Insurance Company Tri-State Casualty Insurance Company 

United National Indemnity Company United States Casualty Company 

United States Fidelity and Guaranty Company 
United States Guarantee Company Western National Indemnity Company 


Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Ltd. 
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CAME NEXT, THEN OTHERS— 





VUALL-TOWN ENTERPRISE MAINTAINS AMERICAN 
PROSPERITY, DIGNITY OF LABOR. , 











